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Earnings Sharing in Social Security: Projected Impacts of Alternative Proposals
Using the MINT Model
by Howard M. lams, Gayle L. Reznik, and Christopher R. Tamborini

Earnings sharing is an alternate method of calculating Social Security retirement benefits
whereby earnings are assumed to be shared by married couples. This article presents a
microsimulation analysis to estimate the impact of three earnings sharing proposals on the
aged population of married, divorced, and widowed men and women in 2030. The impact of
earnings sharing differs by marital status and sex, as measured by the percentage change in
benefits and by the percentage of beneficiaries with increased and reduced benefits.

Examining Social Security Benefits as a Retirement Resource for Near-Retirees, by
Race and Ethnicity, Nativity, and Disability Status
by Benjamin Bridges and Sharmila Choudhury

This article examines the distribution of Social Security benefits among recent cohorts of
near-retirees, by (1) race and ethnicity, (2) nativity, and (3) disability status. Actual earnings
history data help produce more accurate measures of benefits. The authors find that substan-
tial differences in earnings levels and/or mortality levels among these subgroups interact
with Social Security program provisions to produce sizable differences in values of benefit
measures, such as Social Security wealth and earnings replacement rates.

Elderly Poverty and Supplemental Security Income
by Joyce Nicholas and Michael Wiseman

Provided here are the absolute and relative poverty status of 2002 elderly Supplemental
Security Income (SSI) recipients. Official poverty estimates are generated from the Current
Population Survey’s Annual Social and Economic Supplement (CPS/ASEC). The poverty
study presented here differs from previous studies in that it is based on CPS/ASEC income
and weight records conditionally adjusted by matching Social Security administrative data.
This effort improves the coverage of SSI receipt and the accuracy of SSI estimates. The
adjusted CPS/administrative matched data reveal lower 2002 poverty rates among elderly
persons (with and without SSI payments) than those generated from the unadjusted CPS/
ASEC data.
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services that are based on administrative data.
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EARNINGS SHARING IN SOCIAL SECURITY: PROJECTED
IMPACTS OF ALTERNATIVE PROPOSALS USING THE

MINT MobpEL

by Howard M. lams, Gayle L. Reznik, and Christopher R. Tamborini*

Changes in American family and work patterns over the past decades have prompted various policy proposals
for changing the structure of Social Security benefits. In this article, we use the Social Security Administra-
tion’s Modeling Income in the Near Term (MINT) microsimulation model to project how Social Security benefit
amounts would change in response to incorporating earnings sharing into benefit calculations for the population
aged 62 or older in 2030 under three hypothetical policy scenarios. The earnings sharing scenarios modeled in
the article would reduce benefits for the majority of individuals, although there are important differences among
married, divorced, and widowed individuals. Some groups of men and women would experience increases in
Social Security benefits, while some would receive reduced benefits in comparison to current law, particularly
widowed individuals. Allowing widows to inherit the earnings records of their deceased husbands would improve

their outcomes.

Summary

This article provides policymakers and retirement
analysts with insights into the potential distributional
effects of incorporating earnings sharing in the calcula-
tion of Social Security benefits. Earnings sharing refers
to a system whereby the earnings records of married
individuals are combined and split equally for each
year of marriage for the purpose of calculating each
individual’s Social Security benefit. Incorporating earn-
ings sharing has been proposed as one way to adapt

the Social Security program to socioeconomic and
demographic changes over the last few decades, such as
changes in women’s work and marriage patterns.

Using the Social Security Administration’s Model-
ing Income in the Near Term (MINT) microsimulation
model, we estimate the impact of earnings sharing
on Social Security benefits for the projected retire-
ment population aged 62 or older in 2030 under three
hypothetical policy proposals: earnings sharing with
no auxiliary survivor or spousal benefits, earnings
sharing with survivor benefits only, and earnings shar-
ing with survivor and spousal benefits. We exclude
any additional benefit enhancements from the three

proposals to focus on the fundamental effects of basic
earnings sharing on future retirees.

In evaluating the desirability of earnings shar-
ing, it is important to consider how the policy would
affect different segments of the retiree population.
Overall, the earnings sharing scenarios analyzed in
this article would lead to benefit decreases relative to
current-law Social Security benefits for the majority of
future retirees. Results differ, however, among mar-
ried, divorced, and widowed individuals. For married
individuals, over a third would receive Social Security
benefit increases, and about half would receive ben-
efit decreases under basic earnings sharing with no

Selected Abbreviations

CBO Congressional Budget Office

HHS Department of Health and Human Services

MINT Modeling Income in the Near Term

SIPP Survey of Income and Program
Participation

SSA Social Security Administration

* Howard M. lams is a Senior Research Advisor to the Olffice of Research, Evaluation, and Statistics (ORES), Office of Retirement and
Disability Policy (ORDP), Social Security Administration (SSA). Gayle L. Reznik and Christopher R. Tamborini are with the Office of

Retirement Policy (ORP), ORDP, SSA.
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auxiliary benefits. The remaining married individu-

als would experience no change in benefits. Married
individuals in one-earner couples would experience

more widespread and greater benefit reductions than
those in two-earner couples.

For divorced individuals, the majority of men and
almost half of women would receive Social Security
benefit decreases under earnings sharing with no
auxiliary benefits. Only about a tenth of divorced men
and two-fifths of divorced women would receive benefit
increases. Among those receiving benefit decreases,
divorced men would receive an average decrease of
about 11 percent and divorced women about 22 percent.
For widowed individuals, earnings sharing with no aux-
iliary benefits would lower the Social Security benefits
of the vast majority of men and women. The reduction
would average a quarter of the current-law benefits for
widows and a fifth of the benefits for widowers.

The introduction of survivor benefits under basic
earnings sharing would generate very modest changes,
mainly in reducing the extent of benefit decreases for
widows and divorced surviving spouses. Providing
spousal benefits under an earnings sharing framework
would have almost no additional impact. Allow-
ing widows to inherit the earnings records of their
deceased husbands would improve their outcomes.

Introduction and Background

Changes in the American family and work patterns
over the past decades have prompted various policy
proposals to change Social Security’s auxiliary benefit
system.! This article analyzes earnings sharing as an
alternative to the current method of calculating Social
Security benefits. Using the MINT model, we examine
the potential distributional effects of incorporating
earnings sharing into benefit calculations for the
projected retirement population in 2030 under three
hypothetical policy scenarios.

Under the current Social Security system, benefit
eligibility is contingent on an individual’s own earn-
ings history and on his or her marital history and the
earnings records of current and previous spouses.

The current system bases retirement benefits on the
worker’s own earnings and provides auxiliary benefits
to dependents and survivors of workers. Auxiliary
benefits provide monthly payments to qualified
spouses, ex-spouses, and survivors of insured work-
ers. A spouse is entitled to up to half the benefit, and
a survivor is entitled to as much as the full benefit,
that is due the higher earning spouse (usually the
husband).? Although gender-neutral, auxiliary benefits

are especially important to women because women
tend to have lower lifetime earnings, have fewer years
in the workforce, and live longer than men in retire-
ment (Sandell and Iams 1997; Tamborini and Whitman
2007; Weaver 1997, 2002).

Earnings sharing equally divides the combined
Social Security earnings of married couples in order to
calculate each spouse’s benefit. In years when an indi-
vidual is not married, the individual’s own earnings
record is used. The earnings sharing approach reflects
the assumption that economic resources acquired dur-
ing a marriage, including earnings, are shared equally
regardless of the household division of labor. In the
case of multiple marriages or divorce, the sharing
would occur with different spouses over the lifetime
during each period of marriage. In the most basic form
of earnings sharing, a spouse would not be eligible for
auxiliary benefits (see, for example, Forman 2006).

Although opponents of earnings sharing point
to sharp benefit reductions among some vulnerable
groups, and to the cost and difficulty of implementa-
tion, proponents often focus on earnings sharing as
a means to address inequities in the current Social
Security system. A prominent equity-related concern
is the treatment of one-earner married couples rela-
tive to single persons and two-earner married couples
(Favreault, Sammartino, and Steuerle 2002b; Steuerle
and Bakija 1994). For example, a one-earner couple
with the same total lifetime earnings as a two-earner
couple receives higher total benefits® under the current
auxiliary benefit system.*

To illustrate this point, Table 1 displays three styl-
ized retired couples. Each couple has the same average
lifetime monthly earnings of $1,000, but different
intrahousehold earnings profiles. In Couple A, the
wife did not work and the husband worked. In Couple
B, both the wife and the husband worked, and the wife
earned one quarter of her husband’s average monthly
earnings. In Couple C, the wife and the husband both
worked, each with the same average monthly earnings.
Although each of the three couples has the same aver-
age monthly combined earnings of $1000, one-earner
Couple A receives a higher total-couple Social Secu-
rity benefit ($1,128) than two-earner Couple B ($1,032)
and two-earner Couple C ($900).° Couple A receives
a higher total-couple benefit because the nonworking
wife receives an auxiliary spousal benefit of half the
working husband’s retired-worker benefit of $752.

Earnings sharing has been suggested as a way to
equalize benefits between one-earner and two-earner
couples. In Table 1, if we assume that each couple was
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Table 1.

Social Security benefits for married couples by intrahousehold earnings profile: current-law and
earnings sharing benefits for three stylized retirement-age couples, 2009 (in dollars)

Average lifetime

Benefits under current s

stem

Retired-worker

Benefits under

Stylized couples monthly earnings benefitf  Spouse benefit Total benefit earnings sharing
Couple A

Husband 1,000 752 0 752 450

Wife 0 0 376 376 450

Total 1,000 1,128 900
Couple B

Husband 800 688 0 688 450

Wife 200 180 164 344 450

Total 1,000 1,032 900
Couple C

Husband 500 450 0 450 450

Wife 500 450 0 450 450

Total 1,000 900 900

SOURCE: Authors' calculations using the 2009 primary insurance amount (PIA) benefit formula.

NOTE: ... = not applicable.

married for 35 years, both spouses are the same age,
all earnings occurred during marriage, and all earn-
ings were shared, then the benefits received by two-
earner Couple C would equal the benefits received by
one-earner Couple A and two-earner Couple B.® Under
earnings sharing, couples with the same total lifetime
earnings generally would receive the same benefits
regardless of their individual earnings profiles, all
things being equal.’

Earnings sharing proposals have also been driven
by concerns about benefit adequacy, particularly for
growing subpopulations such as divorced women who
were married for fewer than 10 years.® Under earnings
sharing, divorced women whose marriages were too
short to qualify for divorced spouse or survivor ben-
efits could see benefit increases if their ex-husbands’
earnings were higher than their own during the period
of marriage.’

Earnings sharing proposals received considerable
attention from policymakers in the 1980s. At that time,
a number of studies evaluated the effects of earnings
sharing and the transition costs of moving to such a
system. The Social Security Administration (SSA),
then part of the Department of Health and Human Ser-
vices (HHS), conducted a broad implementation study
on a set of complex earnings sharing proposals debated
during the early to mid-1980s."° That study modeled
a generic version of earnings sharing in which each
spouse was credited with half of a couple’s combined

covered (Social Security) earnings for each year of
marriage. The generic model, however, included “offset
reductions in benefits for survivors compared to present
law;” that is, surviving spouses and surviving divorced
spouses could “inherit the total amount of the deceased
spouse’s covered annual earnings for each year of mar-
riage and...add this amount to his or her own earnings”
(HHS 1985a, XIV). Thus survivors would be credited
for combined earnings for each year they had been
married, but spouses would only be credited for half

of the combined earnings for each year of marriage to

a still-living spouse. Overall, the study found mixed
results. Benefit declines, for example, were documented
among almost half of couples (especially one-earner
couples), over two-fifths of widows, and over half

of divorced men, while benefit increases were found
among some individuals from a two-earner couple and
around half of divorced women."

Although receiving less attention in more recent
years, earnings sharing continues to be cast as a policy
alternative. Several recent studies, such as Favreault
and Steuerle (2007) and Schwabish, Simpson, and
Topoleski (2007), examine earnings sharing as part of
a broader set of policy packages to address the chang-
ing retirement needs of American families. In these
studies, as in others, earnings sharing is viewed as
a way to address inequities between one-earner and
two-earner married couples under the current Social
Security program. Moreover, like the earnings sharing
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proposals examined in the 1980s, the proposals often
include auxiliary benefits and other enhancements,
such as an increased minimum benefit or caregiv-

ing credits to offset benefit decreases overall and to
protect groups such as widows who may otherwise
experience benefit reductions under earnings sharing.'?
A consequence of including enhancements, however,
is that it can make policy proposals very complex, and
ascertaining the benefit increases and decreases attrib-
utable to earnings sharing is difficult (Fierst 1990).

This article reassesses how the Social Security
benefits of future retirees would change in response
to earnings sharing without enhancements in Social
Security’s benefit structure. Enhancements would
make an earnings sharing plan more politically viable,
but removing them for analytical purposes makes it
easier for policymakers and advocates to ascertain the
fundamental distributional effects of earnings shar-
ing. Three hypothetical earnings sharing options are
examined, with distributional effects projected for the
population aged 62 or older in 2030. The article does
not advocate or oppose the policy options examined
herein. A brief description of the data and method-
ology follows. The subsequent section reports the
results. The concluding section contains a summary of
the findings and suggestions for possible future work.

Data and Methodology

To estimate the potential distributional effects of
earnings sharing on future retiree populations, we use
SSA’s MINT model.”* Developed by SSA’s Office of
Research, Evaluation, and Statistics with assistance
from the Brookings Institution, the RAND Corpo-
ration, and the Urban Institute, MINT is a micro-
simulation model that uses observed and estimated
population characteristics to project the demographic
characteristics and economic status of future retirees.
MINT is a powerful tool for evaluating future aged
populations and permits distributional analyses of
different policy changes across heterogeneous popula-
tions, accounting for socioeconomic and demographic
changes among more recent cohorts.'* The model is
based on nationally representative microdata from the
1990—1993 and 1996 panels of the Census Bureau’s
Survey of Income and Program Participation (SIPP)
matched to SSA administrative records.!

Using the matched data, MINT follows a series
of sophisticated techniques that involve systematic
modeling of income determinants to project future
retirees’ Social Security benefits and other retirement
income, changes in workforce participation, longevity,

and other factors such as date of retirement, marital
status changes, and education patterns (Toder and oth-
ers 2002, 11-10). For a thorough description of MINT’s
methodology, readers should consult Butrica, [ams,
Moore, and Waid (2001); Smith, Cashin, and Favreault
(2005); and Toder and others (2002).

To date, MINT has not been used to evaluate the
distributional consequences of earnings sharing. To
calculate Social Security spousal and survivor benefit
amounts, MINT identifies characteristics of current,
former, and future spouses, and calculates shared
earnings based on their lifetime projected earnings.
For the purposes of this article, earnings sharing is
defined as the combined Social Security earnings of
a couple, which is evenly split between the spouses
in each year of marriage to calculate Social Security
benefits. A person retains his or her own earnings in
each year he or she is unmarried.'t

We simulate three policy proposals, all of which
use earnings sharing to calculate Social Security
benefits in place of the current-law benefit calculation.
The first policy proposal (P1) eliminates all auxiliary
benefits. This option adheres to the most basic form of
earnings sharing, which “would eliminate the cur-
rent system of benefits for workers and spouses (or
surviving spouses) and instead credit each spouse with
half of a couple’s total covered earnings for each year
of marriage” (HHS 1985a, XIII). The second policy
proposal (P2) retains survivor benefits, but calculates
such benefits under earnings sharing rather than cur-
rent law. Under P2, the survivor benefit would raise
the benefit of the survivor to the level of the earnings
sharing benefit of the deceased spouse if the survi-
vor’s own earnings sharing benefit is lower than the
deceased spouse’s earnings sharing benefit. The third
policy proposal (P3) keeps the current structure of
spousal and survivor benefits intact, but again calcu-
lates those benefits under earnings sharing rather than
using the individual earnings of the highest earner.
Under P3, the spousal supplement would raise the
earnings sharing benefit of the lower-earning spouse
to the level of half the earnings sharing benefit of the
higher-earning spouse.

Retaining spousal and survivor benefits adds a layer
of protection for groups who may receive reduced ben-
efits under earnings sharing. However, unlike much of
the previous literature, this study bases auxiliary bene-
fits on shared earnings, which provides a clear esti-
mate of the distributional effect of an earnings sharing
system, both with and without auxiliary benefits,
and is more consistent with the concept of earnings
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sharing than other types of enhancements. Since spou-
sal and survivor benefits are calculated using earnings
shared during years of marriage, auxiliary benefits
could be lower than under the current system.

The simulations measure the impact of the three
alternatives on average Social Security benefits for
retirees aged 62 or older in 2030 (born 1926—1968).
Age 62 is chosen since that is the age at which individ-
uals are entitled to receive retired-worker benefits and
also at which spouses of retired workers are eligible for
benefits. Using the 62-or-older group in 2030 allows
the analysis of the effects on a retiree population
mainly consisting of members of the baby-boom gen-
eration, a cohort at the forefront of sharp demographic
changes in the American population, such as women’s
increased labor force participation and downward mar-
riage trends.”” We focus on the impact of earnings shar-
ing on benefits in 2030 rather than on lifetime benefits.
A person’s benefit can increase or decrease over time
depending on changes in marital status and earnings,
so the effect of a policy change on benefits in a single
year can differ from the effect on lifetime benefits.

We assess the likelihood of receiving benefit
increases and decreases for the entire population,
married individuals, divorced men and women, and
widowers and widows. We also distinguish between
individuals in one-earner and two-earner married cou-
ples.!® Individuals are identified as married, divorced,
or widowed according to their current marital status
in 2030." Individuals in 2030 who were never married
are excluded from the analysis since never-married
individuals are not affected by earnings sharing.
Individuals projected to be eligible for disabled-worker
benefits are also excluded from the analysis because
of the incomplete nature of their earnings histories.
Our analysis assumes that all beneficiaries would
have had the opportunity to share earnings over their
entire working and married lifetimes. The results are
weighted to be nationally representative.

Several limitations are worth noting. Because the
MINT population is based on the SIPP survey panels,
MINT projections contain sampling errors. More
important is the uncertainty related to projection error,
which reflects differences between MINT estimates
and future trends. For these reasons, small differences
in our results should be viewed with caution. Another
noteworthy point is that this MINT analysis does not
assume any type of behavioral response to policy
changes. Finally, it is outside the article’s scope to
consider the effects of earnings sharing proposals on
system financing and the transition or administrative

costs involved in moving from the existing system

to an earnings sharing system. At a time when the
system faces long-term financial challenges, the
implications of policy alternatives on Social Security’s
finances are an important consideration.

Results

Overall Population 62 or Older

Table 2 presents results for the overall population

aged 62 or older in 2030. Note that “no change in
benefits” is defined as having projected benefits change
less than 1 percent from current law. Benefits must
change by 1 percent or more from current law to be
defined as increases or decreases. Benefit amounts are
expressed in 2005 dollars. For divorced and widowed
individuals, benefits are annual individual benefits. For
married individuals, benefits are half the combined
annual couple benefit. Only those eligible for benefits
under current law are included in the tables. For mar-
ried beneficiaries, the spouse must also be eligible for
benefits under current law to be included in the tables.?

Overall, the three earnings sharing policies would
reduce Social Security benefits for the majority of
individual beneficiaries. P1 would reduce benefits by
8 percent, and P2 and P3 would each reduce benefits
by 4 percent. Approximately 60 percent of individuals
would receive benefit reductions, almost 30 percent
would receive benefit increases, and 11 percent to
14 percent would experience no change in benefits.
For individuals who receive benefit increases, benefits
would increase, on average, by 8 percent. For individu-
als who experience benefit reductions, benefits would
decrease, on average, by 11 percent to 17 percent.

Married Individuals

Table 3 presents the distributional effects of the
earnings sharing proposals on couple benefits for
individuals who are married in 2030. Since earnings
sharing essentially redistributes earnings and benefits
within couples, the effects of the proposals for married
individuals are gauged from a couple perspective. The
combined couple benefits are halved in Tables 3 and 4
to make the results for married individuals more easily
comparable to the results for divorced and widowed
individuals. We refer to this split couple benefit as the
per capita benefit. Both the husband and wife must be
eligible for benefits under current law to be included in
the table.

Fourteen percent of married individuals would be
unaffected by P1, 37 percent would receive increased
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Table 2.

Projected Social Security benefit impacts of three alternative earnings sharing proposals for individuals

aged 62 or older in 2030

Earnings sharing proposals

P1 P2 P3
No survivor or|  Survivor benefits, Survivor and
Benefits and affected population® spousal benefits| no spousal benefits spousal benefits
Average current-law benefit ($) 14,787 14,787 14,787
Average benefit under policy ($) 13,581 14,154 14177
Percent change in average benefit from current law -8 -4 -4
Individuals with no change in benefits relative to current law®
Percent of population 11 13 14
Average current-law benefit ($) 15,214 15,221 15,061
Individuals with increases in benefits relative to current law ©
Percent of population 28 29 29
Average current-law benefit ($) 14,400 14,357 14,334
Average benefit under policy ($) 15,519 15,455 15,432
Percent change in average benefit from current law 8 8 8
Individuals with decreases in benefits relative to current law °
Percent of population 61 58 57
Average current-law benefit ($) 14,883 14,905 14,954
Average benefit under policy ($) 12,416 13,250 13,321
Percent change in average benefit from current law -17 -1 -1
Total population (in thousands) 57,796 57,796 57,796

SOURCE: Authors' calculations using Modeling Income in the Near Term (MINT).

a. Includes only married, divorced, or widowed individuals aged 62 or older who are eligible for benefits under current law. Married
individuals are included only if the spouse is eligible for benefits under current law. For divorced and widowed individuals, benefits are
annual individual benefits. For married individuals, benefits shown are per capita (half the combined annual couple benefit). Benefit

amounts are expressed in 2005 dollars.
b. Change of less than 1 percent from current law.

c. Change of 1 percent or more from current law.

benefits, and 49 percent would receive reduced ben-
efits. The average annual current-law per-capita benefit
in 2030 would be slightly higher for married individu-
als with increases ($15,221) than those with decreases
($13,589). The average increase would be 7 percent
and the average reduction would be 8 percent of
benefits. Thus, P1 slightly increases benefits for over

a third of married individuals and slightly decreases
benefits for about half of married individuals.

The addition of survivor benefits would have little
effect on married individuals, so results for P2 are not
shown. Auxiliary spousal benefits in earnings sharing
proposal P3 would only slightly alter the impact on
married individuals in terms of the percentage with
increases and decreases, as well as the size of the aver-
age increase and decrease.”!

One-earner versus two-earner married couples.
As previously discussed, a major rationale for earnings

sharing is to improve the equity of benefits between
one-earner and two-earner couples. Under current
law, a one-earner couple receives higher benefits than
a two-earner couple with the same lifetime earnings.
In the context of this study, we therefore might expect
that one-earner couples would experience greater
reductions in benefits than two-earner couples.

Table 4 illustrates the effects of the three earnings
sharing proposals for married individuals in one-earner
and two-earner couples, shedding light on the complex
interactions between marriage patterns, earnings his-
tories of spouses, and Social Security program rules.?
Overall, the prevalence of benefit increases would be
substantially lower among individuals in one-earner
married couples. P1 would increase benefits for about
a quarter of individuals in one-earner couples and for
about two-fifths of individuals in two-earner couples.?
Increases for one-earner couples could result when
both spouses have low earnings and one spouse does
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Table 3.

Married individuals: Projected Social Security benefit impacts of three alternative earnings sharing

proposals for individuals aged 62 or older in 2030

Benefits and affected population®

Earnings sharing proposals

P1 P2 P3
No survivor or]  Survivor benefits, Survivor and
spousal benefits| no spousal benefits spousal benefits

Individuals with no change in benefits relative to current law®
Percent of population
Average current-law benefit ($)

Individuals with increases in benefits relative to current law ©
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Individuals with decreases in benefits relative to current law °
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Total population (in thousands)

14 15
14,645 14,445
37 37
15,221 15,182
16,279 16,236
7 7

49 48
13,589 13,650
12,511 12,661
-8 -7
32,775 32,775

SOURCE: Authors' calculations using Modeling Income in the Near Term (MINT).

NOTE: ... = not applicable.

a. Married individuals are included only if the spouse is eligible for benefits under current law. Benefits shown are per capita (half the
combined annual couple benefit). Benefit amounts are expressed in 2005 dollars.

b. Change of less than 1 percent from current law.

c. Change of 1 percent or more from current law.

not have enough earnings to qualify for retired-worker
benefits. Under current law the latter spouse receives
spousal benefits, but under P1, both spouses would
qualify for retired-worker benefits, so the total benefits
received by the couple could increase. The percentage
with increases would be similar for individuals in both
types of two-earner married couples (those in which
both are eligible for retired-worker benefits and those
in which one spouse is dually entitled and receives
higher spousal benefits under current law).

As expected, benefit reductions would be more
widespread and greater for individuals in one-earner
married couples than for those in two-earner married
couples. About two-thirds of individuals in one-earner
married couples would experience a reduction in
benefits under P1, and their average benefit decrease
would be 20 percent. In contrast, about two-fifths of
individuals in two-earner married couples with only
retired-worker benefits and about half of those with
dual entitlement would experience decreases in their
average benefits, with relatively small decreases of
5 percent and 7 percent, respectively.

The results for P2 would be the same as for P1
because the analysis is restricted to married individu-
als in their first marriage, and therefore survivor
benefits do not apply to this subsample. Interestingly,
proposal P3, which includes spousal benefits, would
have little effect on couple benefits beyond that of
P1. Adding spousal benefits has a fairly small effect
because the spouse’s benefits would be based on the
higher earner’s shared earnings (when married) and
his or her own earnings (when not married), rather
than solely on the higher earner’s own earnings his-
tory, as calculated under current law.

Examining the results for married individuals by
earner status suggests important differences between
one-earner and two-earner married couples. Individu-
als in two-earner married couples would be more
likely to experience benefit increases, and less likely to
experience benefit decreases, than those in one-earner
married couples. Under P3, the benefit reductions for
individuals in one-earner married couples would still
be much greater than those for individuals in two-
earner married couples, even for the dually entitled.
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Table 4.

Married individuals by earnings profile: Projected Social Security benefit impacts of three alternative
earnings sharing proposals for individuals aged 62 or older in 2030

Benefits and affected population®

Earnings sharing proposals

P1 P2 P3
No survivor or]  Survivor benefits, Survivor and
spousal benefits| no spousal benefits spousal benefits

Individuals with no change in benefits relative to current law®

Percent of population
Average current-law benefit ($)

Individuals with increases in benefits relative to current law ©
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Individuals with decreases in benefits relative to current law ©
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Total population (in thousands)

Individuals with no change in benefits relative to current law®

One-earner married couple

6 7
9,881 9,653
25 26
7,376 7,362
8,344 8,323
13 13
68 67
10,046 10,090
8,038 8,164
-20 -19
1,458 1,458

Two-earner couple, both with retired-worker benefits only

Percent of population 19 19
Average current-law benefit ($) 14,630 14,630

Individuals with increases in benefits relative to current law ©
Percent of population 42 42
Average current-law benefit ($) 16,111 16,109
Average benefit under policy ($) 17,158 17,156
Percent change in average benefit from current law 6 6

Individuals with decreases in benefits relative to current law ©
Percent of population 40 40
Average current-law benefit ($) 13,998 14,000
Average benefit under policy ($) 13,276 13,278
Percent change in average benefit from current law -5 -5
Total population (in thousands) 13,313 13,313
(Continued)

Divorced Individuals

The proposals produce important differences between
divorced women and men (Table 5). P1 would increase
benefits for a higher share of divorced women than
men. Specifically, about 38 percent of divorced women
would receive benefit increases averaging 13 percent,
while 12 percent of divorced men would receive ben-
efit increases averaging 9 percent.

However, P1 would produce more benefit reductions
than increases for both women and men. P1 would
reduce benefits for a greater share of divorced men,
but women would face larger reductions: 77 percent

of divorced men would experience reductions averag-
ing 11 percent, compared with 45 percent of divorced
women experiencing a reduction averaging 22 percent.
These changes reflect the complex benefit calculation
under the earnings sharing proposals, in which the
final benefit reflects the divorced individual’s own
earnings when unmarried and shared earnings during
marriage. Some divorced women could receive lower
benefits under the earnings sharing proposals because
they would no longer benefit from the postmarriage
earnings of their often higher-earning ex-husband,

as under current law. Divorced men would tend to
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Table 4.

Married individuals by earnings profile: Projected Social Security benefit impacts of three alternative
earnings sharing proposals for individuals aged 62 or older in 2030—Continued

Benefits and affected population®

Earnings sharing proposals

P1 P2 P3
No survivor or]  Survivor benefits, Survivor and
spousal benefits| no spousal benefits spousal benefits

Individuals with no change in benefits relative to current law®
Percent of population
Average current-law benefit ($)

Individuals with increases in benefits relative to current law ©
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Individuals with decreases in benefits relative to current law ©
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Total population (in thousands)

Two-earner couple, one spouse dually entitled

10 10
15,075 14,961
39 39
15,455 15,432
16,531 16,505
7 7

51 51
13,271 13,293
12,279 12,307
-7 -7
6,406 6,406

SOURCE: Authors' calculations using Modeling Income in the Near Term (MINT).

NOTE: ... = not applicable.

a. Married individuals are included only if the spouse is eligible for benefits under current law. Includes only individuals in their first
marriages. Benefits shown are per capita (half the combined annual couple benefit). Benefit amounts are expressed in 2005 dollars.

b. Change of less than 1 percent from current law.

c. Change of 1 percent or more from current law.

receive benefit decreases more often than women, in
part because, even though men’s earnings are typically
higher than the earnings of their wives, these earnings
would be divided under earnings sharing during each
year of marriage.

Providing auxiliary benefits under proposals P2
and P3 would only slightly change the distribution of
increases and decreases among divorced women and
men. However, providing survivor benefits would
markedly reduce the relative decrease in benefits for
divorced women, from 22 percent under P1 to 9 percent
under P2, and would slightly reduce the decrease in
benefits for currently divorced men, from 11 percent
under P1 to 9 percent under P2. Thus, although similar
proportions of divorced women would face benefit
decreases under P2 and P1, the average decrease under
P2 would be mitigated by the addition of survivor ben-
efits. This is largely because survivor benefits received
by the majority of eligible divorced women are based
on the shared earnings records of their deceased ex-hus-
bands, which tend to be higher than their own lifetime

shared earnings records. Thus, the survivor benefit
under P2 yields a higher benefit for many divorced
women than the retired-worker benefit under P1; how-
ever, such a benefit is still lower than the current-law
survivor benefit because the latter is calculated based
on the deceased ex-husband’s own lifetime earnings
history without sharing in years of marriage, which is
generally higher than his shared earnings history.

In sum, the majority of currently divorced men
and almost half of currently divorced women would
receive reduced benefits under the examined earnings
sharing proposals. Only about a tenth of currently
divorced men and two-fifths of currently divorced
women would receive increased benefits.?*

Widowed Individuals

Table 6 shows that the effect of the three earnings
sharing proposals is very different for widowed indi-
viduals than for other subgroups of the elderly popula-
tion.® Under P1, benefits would decrease for 93 percent
of widows and 95 percent of widowers. Among those
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Table 5.

Divorced individuals: Projected Social Security benefit impacts of three alternative earnings sharing
proposals for individuals aged 62 or older in 2030, by sex

Benefits and affected population?®

Earnings sharing proposals

P1
No survivor or
spousal benefits

P2
Survivor benefits,
no spousal benefits

P3
Survivor and
spousal benefits

Individuals with no change in benefits relative to current law®

Percent of population
Average current-law benefit ($)

Individuals with increases in benefits relative to current law ©
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Individuals with decreases in benefits relative to current law °
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Total population (in thousands)

Individuals with no change in benefits relative to current law®

Percent of population
Average current-law benefit ($)

Individuals with increases in benefits relative to current law ©
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Individuals with decreases in benefits relative to current law °
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Total population (in thousands)

17
17,225

38
11,544
12,988

13

45
15,704
12,321

-22

7,217

11
16,350

12
11,584
12,675

9

7
16,987
15,072

-11

3,701

Divorced women

19
16,901

40
11,621
13,040

12

41
15,815
14,425

-9

7,217

Divorced men

13
16,607

15
12,287
13,324

8

72
17,017
15,444

-9

3,701

19
16,836

40
11,616
13,034

12

41
15,850
14,476

-9

7,217

13
16,585

15
12,269
13,303

8

72
17,028
15,458

-9

3,701

SOURCE: Authors' calculations using Modeling Income in the Near Term (MINT).

a. Includes only currently divorced individuals aged 62 or older who are eligible for benefits under current law. Benefits shown are annual

individual benefits. Benefit amounts are expressed in 2005 dollars.

b. Change of less than 1 percent from current law.

c. Change of 1 percent or more from current law.
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Table 6.

Widowed individuals: Projected Social Security benefit impacts of three alternative earnings sharing
proposals for individuals aged 62 or older in 2030, by sex

Benefits and affected population?®

Earnings sharing proposal

P1
No survivor or
spousal benefits

P2
Survivor benefits,
no spousal benefits

P3
Survivor and
spousal benefits

Individuals with no change in benefits relative to current law®
Percent of population
Average current-law benefit ($)

Individuals with increases in benefits relative to current law ©
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Individuals with decreases in benefits relative to current law °
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Total population (in thousands)

Individuals with no change in benefits relative to current law®

Percent of population
Average current-law benefit ($)

Individuals with increases in benefits relative to current law ©
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Individuals with decreases in benefits relative to current law °
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Total population (in thousands)

14,196

13,047
13,955

93
15,738
11,514

12,136

16,356

14,450
15,200

95
16,294
13,155

-19

1,968

Widows

14,812

12,966
13,776

81
15,961
13,340

-16

12,136

Widowers

15,621

10
15,093
15,971

83
16,426
13,990

-15

1,968

SOURCE: Authors' calculations using Modeling Income in the Near Term (MINT).

NOTE: ... = not applicable.

a. Includes only widowed individuals aged 62 or older who are eligible for benefits under current law. Benefits shown are annual individual

benefits. Benefit amounts are expressed in 2005 dollars.
b. Change of less than 1 percent from current law.

c. Change of 1 percent or more from current law.
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who receive reduced benefits, average benefits would
decrease by 27 percent for widows and by 19 percent
for widowers. Only 5 percent of widows and 3 percent
of widowers would receive small increases.

The dramatic reduction in benefits for widowed indi-
viduals under P1 is attributed to several factors. Under
P1, a widow receives the same benefit before and after
the death of her husband. In contrast, under current law,
the death of a husband initiates a new survivor benefit
based on up to 100 percent of the deceased husband’s
benefit. Assuming the husband was the higher earner in
the couple, earnings sharing would reduce the earnings
credited to the husband and increase the earnings cred-
ited to the wife. However, the credited earnings of each
of the spouses under earnings sharing would be lower
than the earnings credited to the husband under current
law, thus the wife’s benefit under earnings sharing
would be lower than the current-law survivor benefit
based on her deceased husband’s benefit. Similarly, the
benefit received by the widower under earnings sharing
would be lower than the current-law benefit based on
his own nonshared earnings.

The introduction of survivor benefits in proposal
P2 would result in a slightly higher percentage of
widowed individuals who would experience benefit
increases under earnings sharing, and a corresponding
slightly lower percentage who would receive benefit
decreases. P2 would reduce the average decrease in
benefits for those experiencing reductions by 11 per-
centage points for widows, but only by 4 percentage
points for widowers. However, the vast majority of
widows would still receive lower survivor benefits
under P2 than the current system. This is because the
shared earnings record of the deceased husband is
often lower than his nonshared earnings record.

The results for P3 are not reported because they
would be the same as the results for P2 as, in general,
widows and widowers do not receive spousal benefits.
Taken together, among the projected retirement-age
population in 2030, widowed individuals would
mainly experience benefit reductions under these
earnings sharing proposals, even under P2, and this
decrease would average between about one-sixth and
one-quarter of benefits.

The dramatic estimated benefit decreases among
widowed individuals has prompted the introduction
of earnings sharing proposals with provisions aimed
toward offsetting the benefit reductions for survivors,
particularly for widows. Even though there is no clear
or consistent approach to calculating benefits for survi-
vors under earnings sharing, one plausible approach

is to allow survivors to inherit the nonshared Social
Security earnings record of their deceased spouses for
each year of marriage. Table 7 compares the results for
P1 with and without inheritance of earnings for wid-
owed individuals.?® The inheritance proposal reduces
the percentage of widows receiving benefit decreases
and raises the percentage of widows receiving benefit
increases as compared to P1 without inheritance.
However, even with the inheritance of earnings, about
a third of widows would receive benefit decreases rela-
tive to current law.?” This would occur if the deceased
husband had higher earnings than the wife before their
marriage. Such earnings contribute to the current-law
survivor benefit but are omitted from the inherited
survivor benefit under earnings sharing.

Conclusions

This article examines the impact of three earnings
sharing scenarios on the retirement-age population

in 2030 using a recent version of MINT, a micro-
simulation model that has not previously evaluated
the distributional consequences of earnings sharing.
The policy alternatives modeled in this article repre-
sent basic earnings sharing scenarios. This approach
yields more straightforward results than much of the
previous literature on earnings sharing, which added
a Social Security benefit adjustment or enhancement
such as an increased minimum benefit or caregiving
credits, in large part to adjust for the sharp decreases
that would otherwise be experienced by some groups,
especially widows. Although it is understandable
why previous analyses included these enhancements,
doing so can make it difficult for policymakers and
advocates to ascertain the distinct fundamental distri-
butional effects of earnings sharing by changing the
distribution of benefit increases and decreases. A more
politically viable earnings sharing plan likely would
base survivor benefits on the full earnings record of
the deceased husband, rather than on shared earnings
during periods of marriage.

Overall, these three earnings sharing propos-
als would lead to a reduction of current-law Social
Security benefits for the majority of retirees in 2030.
However, important differences exist between mar-
ried, divorced, and widowed individuals. Nearly half
of married individuals would receive lower benefits in
2030. Benefit reductions would be more widespread
for married individuals in one-earner couples, and
conversely, benefit increases would be more prevalent
for those in two-earner couples. Among divorced and
widowed individuals there are important differences,
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Table 7.

Widowed Individuals: Projected Social Security benefit impacts of earnings sharing proposal P1 with
and without provision allowing surviving spouse to inherit decedent's earnings record for individuals

aged 62 or older in 2030, by sex

Benefits and affected population®

Earnings sharing proposal P1:

With inheritance provisionl Without inheritance provision

Individuals with no change in benefits relative to current law®
Percent of population
Average current-law benefit ($)

Individuals with increases in benefits relative to current law ©
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Individuals with decreases in benefits relative to current law °
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Total population (in thousands)

Individuals with no change in benefits relative to current law®
Percent of population
Average current-law benefit ($)

Individuals with increases in benefits relative to current law ©
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Individuals with decreases in benefits relative to current law °
Percent of population
Average current-law benefit ($)
Average benefit under policy ($)
Percent change in average benefit from current law

Total population (in thousands)

Widows

11
15,736

55
14,412
16,587

15

34
17,413
15,720

-10

12,136

Widowers

17
17,938

70
15,827
17,678

12

13
16,174
14,624

-10

1,968

3
14,196

5
13,047
13,955

7

93
15,738
11,514

-27

12,136

16,356

14,450
15,200

95
16,294
13,155

-19

1,968

SOURCE: Authors' calculations using Modeling Income in the Near Term (MINT).

a. Includes only widowed individuals aged 62 or older who are eligible for benefits under current law. Benefits shown are annual individual

benefits. Benefit amounts are expressed in 2005 dollars.
b. Change of less than 1 percent from current law.

c. Change of 1 percent or more from current law.
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with some experiencing benefit increases, but many
experiencing benefit decreases. The vast majority of
widows and widowers would receive benefit reduc-
tions, with widows experiencing greater relative
declines than widowers. Although the effect would
be more mixed for divorced beneficiaries, the earn-
ings sharing scenarios examined in this article would
reduce the benefits of three-fourths of men and nearly
one-half of women. Earnings sharing with survivor
benefits based on shared earnings would moderately
reduce the benefit decreases for widows and divorced
surviving spouses. Adding spousal benefits would not
substantially alter the distributional effects.

The analysis shows that the three earnings sharing
scenarios improve benefit adequacy for some, while
reducing it for many others. The results are consis-
tent with prior research which showed that earnings
sharing would not improve benefit adequacy for some
of the most economically vulnerable groups; instead,
many survivors of retired workers and divorced
women would be financially worse off under an earn-
ings sharing approach than under current law.

Future work could delve deeper into the extent to
which earnings sharing may differentially affect retir-
ees with different socioeconomic and demographic
characteristics. There is the need, for example, to
further examine the effect of earnings sharing on the
progressivity of the Social Security system, namely
by focusing on potential changes in benefits across
educational and income subpopulations within differ-
ent marital groups. Analyzing beneficiaries’ income
level and type of Social Security benefit received
could help explain how complex interactions between
marital and earnings histories cause certain groups to
receive benefit increases and others to receive benefit
decreases under earnings sharing. Additional research
could also look at the effects of earnings sharing on
poverty and lifetime benefits, or further explore the
distributional impact of earnings sharing with inheri-
tance. It would also be informative to focus attention
on how nonworking spouses or secondary earners
fare under earnings sharing, and to examine the cost
effects of earnings sharing by separating them from
the redistributive effects.

This article does not offer any policy recommen-
dation, and it neither supports nor opposes earnings
sharing. Rather, its purpose is to highlight some of
the potential distributional effects to take into account
when considering a range of Social Security policy
alternatives.

Notes
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! Some prominent examples are discussed in Favreault,
Sammartino, and Steuerle (2002a); Favreault and Steuerle
(2007); Flowers and Horowitz (1993); and HHS (1985a).

2 The 1939 Social Security Amendments established a
spousal benefit, equal to one-half of the retired-worker ben-
efit of the present spouse, and a widow’s benefit, equal to
three-fourths of the deceased husband’s worker benefit. The
1950 Amendments extended potential eligibility to divorced
widows with children and dependent widowers. In 1965,
divorced wives and surviving divorced spouses without
children became eligible, provided they met a dependency
requirement and had attained a 20-year length of mar-
riage. In 1972, the dependency requirement for divorced
spouses was removed, and in 1977, the length of marriage
requirement was reduced to 10 years. DeWitt, Béland, and
Berkowitz (2008) and Martin and Weaver (2005) provide
valuable summaries of historical developments in the Social
Security program.

3 However, two couples with the same lifetime earnings
but with different time paths of earnings may not pay the
same amount of Social Security taxes.

* The current auxiliary benefit system was originally
designed to protect women who had little or no earnings
in an era when most women did not work and the support
system of the extended family was disappearing (Berkowitz
2002; DeWitt, Béland, and Berkowitz 2008; HHS 1985a).

3 The benefits in Table 1 are calculated using the 2009
primary insurance amount (PIA) formula. The PIA is the
benefit amount paid if benefits are claimed at the normal
retirement age. The PIA is equal to the sum of 90 percent
of the first $744 of average lifetime monthly earnings, plus
32 percent of average lifetime monthly earnings over $744
and through $4,483, plus 15 percent of average lifetime
monthly earnings over $4,483 (the dollar amounts in the
formula are indexed each year to the national average
wage).

For Couple A, the husband’s benefit is equal to
(0.90*$744) + (0.32*$256) = $752. The wife’s benefit is
equal to half the husband’s benefit (0.50*$752 = $376). For
Couple B, the husband’s benefit is equal to (0.90*$744) +
(0.32%$56) = $688. The wife has her own earnings, so she
is dually entitled to her own benefit (0.90*$200 = $180) and
an auxiliary benefit. Since her own benefit is less than the
amount she is entitled to as a spouse (0.50*$688 = $344),
her total benefit is increased from $180 to $344. For Couple
C, the husband’s benefit is equal to (0.90*$500) = $450. The
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wife’s benefit is also equal to (0.90*¥$500) = $450. See SSA
(2007) for additional information on the PIA and Social
Security benefits.

¢ Of course, the stylized example does not account for
the complex earnings and marital histories of real individu-
als, so the effect of earnings sharing on one-earner and
two-earner couples would be less clear in reality.

" The stylized example in Table 1 highlights what some
analysts refer to as “horizontal inequity:” couples who have
the same total lifetime earnings yet have different annual
combined couple benefits because of their different earn-
ings profiles (Steuerle and Bakija 1994, 1997). Thus, in
our example, the one-earner couple receives higher annual
combined benefits than the two-earner couples. That being
said, there is not universal agreement that couples with the
same lifetime earnings should receive the same benefits.
One might argue that couples with the same total lifetime
earnings should not be treated as equals and should not
receive the same total-couple benefits because they differ in
amounts of leisure and home production.

8 Among younger cohorts, trends such as shorter mar-
riages prior to divorce and lower marriage and remarriage
rates will result in a modest decline in the share of women
potentially eligible for spousal or widow benefits in future
years (Butrica and Iams 2000; Harrington Meyer, Wolf,
and Himes 2006; Tamborini 2007; Tamborini, lams, and
Whitman forthcoming). Ruggles (1997) provides a valu-
able historical overview of changing divorce patterns in the
United States over the 20" century. See Blau, Ferber, and
Winkler (2006) for a useful summary of trends in women’s
labor force attachment in the United States.

? An additional topic of discussion related to auxiliary
benefits is the potential effect of spousal benefits on labor
force participation of older workers (for example Blau
1997).

19 The Social Security Amendments of 1983 directed
the Secretary of HHS and the Congressional Budget Office
(CBO) to examine the effects, costs, and feasibility of using
earnings sharing to calculate Social Security benefits.
The full report of the HHS Secretary (HHS 1985a) was
published as a Committee Print by the House Ways and
Means Committee, and is summarized in a Social Security
Bulletin article (HHS 1985b). CBO’s study was published
separately (CBO 1986).

' See also CBO (1986); Fierst and Campbell (1988);
Flowers and Horowitz (1993); and Zedlewski (1984).

12 Examples of studies examining earnings sharing
proposals in the 1980s include Fierst and Campbell (1988),
HHS (1985a, 1985b), and CBO (1986). For a description of
proposals analyzed in more recent studies see, for example,
Favreault and Steuerle (2007).

13 Version 3.0/4.0 of MINT (MINTEX) is used in the
analysis.

4 Examples of studies using MINT include Butrica,
Iams, and Sandell (1999); Butrica and Ilams (2000, 2003);
Sarney (2008); and Biggs, Sarney, and Tamborini (2009).

15 STPP is a household survey of the U.S. civilian nonin-
stitutionalized population. Interviews are conducted every
4 months for 28 to 48 months depending on the panel. The
survey provides information on a wide variety of topics,
including income and wealth, labor force participation,
participation in government programs, marital histories,
and other socioeconomic and demographic variables that
allow measurement of the future costs and effectiveness of
existing government programs. MINT uses respondents’
actual Social Security earnings records for 1951-2001.

16 The SIPP-reported marital history and the MINT
marital history projections identify years of marriage.

'7 Typically, the baby-boom cohort is defined as persons
born between 1946 and 1964. The baby-boom cohort makes
up about 70 percent of the retiree population analyzed in
the article. Individuals born before 1946 are also included
in the analysis to allow for additional widows and widow-
ers, a group greatly affected by earnings sharing.

8 The couple’s earner status is only defined for married
individuals in their first marriage and according to the
current-law benefit type of the husband and wife. If one
spouse qualifies for a retired-worker benefit and the other
qualifies for a spousal benefit, then they are a one-earner
couple; that is, a couple in which only one spouse has a
qualifying earnings history (at least 40 quarters of cover-
age). Two-earner couples are those in which each spouse
independently qualifies to receive retired-worker benefits.
Two-earner couples are further divided into those in which
both spouses qualify for retired-worker benefits, and those
in which one spouse qualifies for retired-worker benefits
and the other is dually entitled. In dual entitlement, the
lower-earning spouse receives his or her earned worker’s
benefit plus and an unearned supplement to reach the level
of the auxiliary spouse benefit (about one-half of the higher
earner’s benefit).

1 In some of the Social Security literature, an individual
is defined as divorced or widowed based on the type of
Social Security benefit received, which may not describe
his or her current marital status.

20 A small number of nonbeneficiaries under current
law qualify for benefits under earnings sharing (less than
one-half of 1 percent of the overall population). These new
beneficiaries are not included in the tables.

21Tt is notable that our results for married couples are
very similar to those reported in HHS (1985a). In both
simulations, average benefits would slightly increase
(7-8 percent) for about two-fifths of couples, and average
benefits would slightly decrease (7-8 percent) for about
half of couples (Table 3 of this article). Our study projects
slightly smaller real benefit levels for couples in 2030 than
were projected in 1985.
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22 For computational reasons, Table 4 is restricted to
married individuals in their first marriage. Thus, Table 4
includes approximately 65 percent of the total population of
Table 3.

2 As in Table 3, couple benefits are halved to make
benefit amounts for individuals in one-earner and two-
earner married couples comparable to those for divorced
and widowed individuals.

24 The results for divorced women differ from those
reported in HHS (1985a). In short, that study projects many
more and much larger increases for divorced women under
earnings sharing. The 1985 study also projects a somewhat
larger proportion of divorced men with increases (22 per-
cent, versus 12 percent under P1 in this analysis). A major
source of the difference for divorced women would be that
our P1 projections base benefits on the person’s shared
earnings. In contrast, the 1985 projections provide for
women to inherit the earnings record a deceased ex-hus-
band accumulated during the marriage. In terms of simi-
larities, both this analysis and the 1985 study project that
divorced men overwhelmingly will experience decreases,
and both project about the same magnitude of average
benefit decrease and increase.

% Consistent with the rest of the article, individuals are
classified as widows or widowers according to their marital
status as of 2030.

26 Under the earnings sharing proposal with inheritance
of earnings, survivors inherit the Social Security earnings
records of all deceased spouses, including ex-spouses.

27 These results for widows are similar to those reported
in HHS (1985a). The 1985 study also allowed for widows
to inherit the deceased husband’s earnings, and found
that almost half (44 percent) of widows would experience
reduced benefits.
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ExXAMINING SocIAL SECURITY BENEFITS AS A RETIREMENT
RESOURCE FOR NEAR-RETIREES, BY RACE AND ETHNICITY,
NATIVITY, AND DISABILITY STATUS

by Benjamin Bridges and Sharmila Choudhury*

This article analyzes Social Security benefits as a retirement resource for selected subgroups of recent cohorts
of near-retirees. The analysis therein examines the distribution of benefits among subgroups by (1) race and
ethnicity, (2) nativity, and (3) disability status. We use improved data (actual earnings histories) to produce more
accurate measures of benefits. We look at how the average values of several benefit measures, such as Social
Security wealth and earnings replacement rates, differ among the selected subgroups and discuss reasons for
these differences. This study finds that substantial differences in earnings levels and/or mortality levels among
these subgroups interact with Social Security program provisions to produce sizable differences in the values of

our benefit measures.

Summary

This article provides an in-depth examination of one
component of retirement resources, Social Security
benefits, for specific subgroups of recent near-retirees.
It examines the distribution of benefits among (1) sev-
eral race/ethnic subgroups that include non-Hispanic
whites, non-Hispanic blacks, Asians, and Hispan-

ics; (2) the native-born and the foreign-born; and (3)
disability-status subgroups. Our choices of subgroups
are driven by the long-standing interest by policymak-
ers in many of these subgroups as well by the need to
address the conflicting or missing empirical evidence
with regard to these subgroups.

This study considers benefits for people who
turn age 61 during the 19932007 period. Age 61
is chosen because it is the last age before the age of
first eligibility for Social Security retired-worker and
spouse benefits, which is 62. We compute a variety
of benefit measures (Social Security wealth (SSW),
annualized benefit payouts, and earnings replacement
rates), some of which have not been used in previous
studies. We rely primarily on actual earnings history
data in computing streams of benefits. The use of
observed earnings histories allows us to capture the

large variation in these histories, unlike methods that
estimate earnings histories based on a single earnings
equation. The study uses Modeling Income in the
Near Term (MINT) data files, which include Social
Security Administration (SSA) administrative earn-
ings and benefit history records exact-matched to the
1990-1993 panels of the Census Bureau’s Survey of
Income and Program Participation (SIPP). Measuring
benefits in innovative ways and using improved data,
this analysis explores in detail the benefits of sub-
groups who command considerable interest.

What are the effects of various economic, demo-
graphic, and Social Security program factors on the
differences in benefit measures of these subgroups?

Selected Abbreviations

AIME average indexed monthly earnings
CPS Current Population Survey

DI Disability Insurance

MINT Modeling Income in the Near Term
OASDI  Old-Age, Survivors, and Disability

Insurance

* Benjamin Bridges is an economist with the Division of Economic Research, Office of Research, Evaluation, and Statistics
(ORES), Office of Retirement and Disability Policy (ORDP), Social Security Administration (SSA). When this article was written,
Sharmila Choudhury was an economist with the Division of Policy Evaluation, ORES, ORDP, SSA. She is now with the Congressional

Research Service.
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Selected Abbreviations— Continued

OASI Old-Age and Survivors Insurance

SIPP Survey of Income and Program
Participation

SSA Social Security Administration

SSW Social Security wealth

Some of our results have been reported in the litera-
ture. For example, we report that whites receive the
highest amounts of SSW and annualized payouts
among race/ethnic subgroups, because of their higher
indexed taxable earnings. Taxable earnings replace-
ment rates are the lowest for whites and higher

for minority race/ethnic subgroups because of the
progressivity of the Social Security benefit formula.
Immigrants in all race/ethnic subgroups, on average,
receive lower SSW and annualized payouts than the
native-born as a whole, primarily because of their
lower indexed taxable earnings. Disabled near-retirees,
as defined in this article, receive considerably less

in median amounts of SSW than other near-retirees,
because of their markedly shorter lives.

In addition, some other interesting findings emerge
from our study of these subgroups. For example,
comparing the youngest to the oldest near-retirees we
find that the relative increases in SSW are consider-
ably smaller for Hispanics than for any of the other
race/ethnic subgroups. A key underlying variable is
the growth in earnings. Median indexed taxable earn-
ings increases are considerably smaller for Hispanics
than for the other three race/ethnic subgroups. For
immigrants, the taxable earnings replacement rate
is not a very good measure of how effective Social
Security is in replacing average career earnings; this is
especially so for Asians who have the highest average
age of entry into the United States. Immigrants who
enter before age 23 have benefits similar to those of
the native-born. We also find that compared with the
other race/ethnic subgroups, a larger share of black
beneficiaries receives disability benefits.

Introduction

Social Security benefits are the major retirement
resource (wealth and income) for retirees in the United
States. In 2004, 66 percent of aged beneficiary units
(those aged 65 or older) received at least one-half of
their income from Social Security benefits. These
benefits accounted for at least 90 percent of income
for 34 percent of these units. These benefits were

especially important for low earners and for certain
population subgroups such as race/ethnic minorities.
Moreover, benefits are now almost universal. The
proportion of the aged units receiving Social Security
benefits rose from 69 percent in 1962 to 89 percent

in 2004.!

This article analyzes Social Security benefits as a
retirement resource for selected subgroups of interest
among the population of near-retirees. The subgroups
that are considered to be vulnerable when studying
the economic well-being of the older population have,
in many instances, been racial and ethnic minorities,
immigrants, and disabled persons. How they fare
under Social Security is of interest to policymakers
and researchers who seek to understand the well-being
of the elderly. Also, the benefit outcomes for these
subgroups acquire additional importance when the
program is projected to become financially insolvent.
Change and reform to current law in response to
the long-term solvency outlook or other consider-
ations should gain from understanding the benefit
outlook for these at-risk subgroups under current
Social Security law.

This study examines the distribution of benefits for
near-retirees among (1) several race/ethnic subgroups
that include non-Hispanic whites, non-Hispanic
blacks, Asians, and Hispanics; (2) the native-born and
the foreign-born; and (3) disability-status subgroups.?
The article examines benefits for recent cohorts
of near-retirees. The near-retirees in this study
are people who turn age 61 during the 1993-2007
period. We choose age 61 because it is the last age
before the age of first eligibility for Social Security
retired-worker and spouse benefits, which is 62. The
analysis examines how the average values of several
benefit measures (SSW, annualized benefit payouts,
and earnings replacement rates) differ among the
selected subgroups. These measures include only
benefits received by persons when they are aged 62 or
older. We look at some reasons for these differences
and discuss the effects of various economic, demo-
graphic, and Social Security program factors on these
benefit measures.

The Social Security program provides monthly
benefits to qualified retired and disabled workers
and to their dependents and survivors. To qualify
for benefits, a worker must have at least a specified
amount of work in covered employment. (The worker
pays payroll taxes on these earnings.) For those who
qualify for benefits, the benefit amount increases, but
less than proportionally, with lifetime taxable earnings
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in covered employment. In other words, the benefit
formula is progressive. Benefit payments to near-
retirees usually continue until these beneficiaries die.
Although under Social Security law a person’s benefits
do not depend on his or her race, ethnicity, nativity, or
sex, substantial differences in earnings levels and/or
mortality levels by these characteristics can produce
sizable differences in Social Security benefit levels
among these subgroups.

Our choices of subgroups are driven by the long-
standing interest by the policymaking community in
these subgroups. They are also driven by our desire
to address the conflicting claims made with regard
to some subgroups—as with race/ethnic minori-
ties, as well as by the lack of sufficient empirical
evidence for other subgroups—as with immigrants.
We briefly provide some information about our
chosen subgroups.

With regard to race/ethnic subgroups, a common
theme in distributional analyses is that Social Security
benefits are important to most race/ethnic minorities.
For example, according to a report based on a Cen-
sus Bureau survey in 2004, about half of black and
Hispanic aged beneficiary units received 90 percent
or more of their income from Social Security.* Studies
have shown that these particular race/ethnic subgroups
tend to have lower earnings, on average, and thus are
helped by the progressivity of the Social Security
benefit formula. Some minority subgroups, for exam-
ple blacks, participate to a greater extent than other
race/ethnic subgroups in Social Security’s Disability
Insurance (DI) program. Yet, it has been pointed out
that blacks, on average, have shorter life spans, thus
meaning fewer years of benefit receipt.

Another issue is how the foreign-born fare under
Social Security when compared with the native-born.
Little research has been done on this issue. A worker’s
Social Security benefit depends on the worker’s
lifetime taxable earnings in employment covered by
Social Security. In computing an immigrant’s lifetime
taxable earnings, the work years spent outside the
United States are treated under Social Security law,
in the great majority of cases, as years in noncov-
ered employment and hence as years of zero taxable
earnings. Because many immigrants have consider-
able earnings outside the United States, this program
feature lowers the benefits of the immigrant subgroup
relative to those of the native-born subgroup. How-
ever, the progressivity of the benefit formula partially
offsets the effect of this zero-earnings feature. The
importance of this feature depends on the age at which

immigrants enter the country. This issue is particu-
larly relevant for the large Hispanic minority and the
smaller Asian minority, both of which have substantial
shares of foreign-born persons.

Social Security provides benefits to distinct benefi-
ciary categories. Among adults, the program provides
benefits to disabled workers, retired workers, spouses
of these workers, and surviving spouses of these
workers. How disabled people fare in their retirement
years has been of increasing concern as policymak-
ers advocate reforming the current Social Security
program.

The focus here is the availability of Social Security
benefits to various subgroups as a retirement resource
and not on issues related to money’s worth, which
concerns the relationship of benefits received to taxes
paid. This article builds on our previous work that
focused on intercohort differences in Social Security
benefits of near-retirees, but which did not disag-
gregate results for the subgroups described above.*
The benefit measures used here are affected primar-
ily by lifetime earnings, marital histories, mortality,
and benefit rules. Because many of the differences in
Social Security benefit outcomes for the selected sub-
groups are associated with these underlying factors,
an attempt will be made to assess the role that these
factors play in driving these differences. The sizeable
overlaps among these various subgroups are consid-
ered in the analysis.

This article attempts to provide clear and compre-
hensive answers regarding only one component of
retirement resources, that is, Social Security benefits.
We compute a variety of benefit measures, some of
which have not been used in previous studies. We rely
primarily on actual earnings history data in comput-
ing streams of benefits. The use of observed earnings
histories allows us to capture the large variation in
these histories, unlike methods that estimate earn-
ings histories based on a single earnings equation.
The study uses MINT data files, which include SSA
administrative earnings and benefit history records
exact-matched to the 1990-1993 panels of the Census
Bureau’s SIPP. Because of the extensive content of
this data set, we are able to use fewer imputations and
projections than have a number of other studies. Any
imputations and projections that were required were
done by MINT modelers using sophisticated analyti-
cal methods. Measuring benefits in innovative ways
and using improved data, this study is able to explore
in detail the benefits for specific subgroups of recent
near-retirees who command considerable interest.
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The article is arranged as follows. The next section
discusses the data and is then followed by an expla-
nation of the various benefit measures that are used
here. In the next three sections, we present empirical
analyses for the selected subgroups. Our concluding
observations are given in the last section.

Data

We use data from the MINT project,’ a large-scale
effort that has been underway since the late 1990s.
Much of the developmental work was done for SSA by
analysts at the Urban Institute, RAND Corporation,
and Brookings Institution. The starting sample is from
the 1990, 1991, 1992, and 1993 panels of the Census
Bureau’s SIPP. In this survey of the noninstitutional-
ized population, interviews were conducted once
every 4 months for 28—36 months. The initial SIPP
interviews were conducted in 1990-1993, and almost
all of the final SIPP interviews were conducted during
the 1992-1995 period. The SIPP collected information
on income and wealth components, mortality, marital
histories, institutionalization, immigration, various
demographic and socioeconomic factors (for example,
race, ethnicity, nativity, and education), and many
other variables.

As part of the MINT project, SSA administrative
records were exact-matched to SIPP data for sample
members born during the 1926—1965 period. These
administrative records include earnings histories,
benefit histories, and death information through 1999.5
The records also include information on sex and date
of birth. Exact-matches were made for about 92 per-
cent of these persons, and administrative records
were imputed by MINT modelers for the remaining
8 percent. Thus, we have SIPP data from 1992 through
1995 and SSA administrative data through 1999. For
years subsequent to this time period, the MINT model
projects institutionalizations, marital histories, dates of
death, earnings histories, and benefit histories, using
information from both SSA administrative records and
the SIPP. In addition, persons are projected to enter
the sample by means of immigration. These various
projections were designed to be generally consistent
with the intermediate assumptions of the 2002 Old-
Age, Survivors, and Disability Insurance (OASDI)
Trustees Report.” Additional information about MINT
imputations and projections is given in Appendix A of
Bridges and Choudhury (2005). For a detailed descrip-
tion and evaluation of the MINT3 model and its
data, see Toder and others (2002). Also see Panis and
Lillard (1999) for a detailed description and evaluation

of the MINT projections of marital histories, disability
status, and mortality.

The data set used in this study has notable
strengths. We use the subset of the MINT sample
members born during the 1932—1946 period. First,
longitudinal administrative data are available through
1999. Thus, actual earnings history data are avail-
able through age 53 for the youngest birth cohort
analyzed (those born in 1946) and through age 67 for
the oldest birth cohort (born in 1932). Actual benefit
record information is available for the great major-
ity of members of the three oldest cohorts (born
1932-1934) and for many members of the next three
cohorts (born 1935-1937). Second, the combined SIPP
panels provide a large sample. Each of our single-year
birth cohorts is represented by a sample of more than
1,000 persons. Studies of retirement resources of
near-retirees typically use much smaller samples.

Definitions of Empirical Constructs

This section discusses the empirical constructs of the
study: the definitions of cohorts of near-retirees, the
benefit measures (SSW, annualized payout, and earn-
ings replacement rates), and Social Security taxpayers
and beneficiaries.

Cohorts of Near-Retirees

The unit of analysis is the person and not some larger
unit such as a marital unit or family. In studies that use
longitudinal data, the person is often the unit of analy-
sis. The composition of the larger units changes over
time. For example, the marital status of most persons
changes one or more times during their adult lifetime.

This analysis looks at 15 single-year cohorts, that
is, those persons attaining age 61 during the period
from calendar year 1993 through calendar year 2007.
Each single-year cohort consists of all persons who
reach age 61 during that year and are members of the
noninstitutionalized population at the end of that year,
that is, at the beginning of the year most of them can
first receive Social Security retirement benefits. Each
of the four SIPP panels (1990-1993) includes persons
from each of our 15 single-year cohorts.

To facilitate the presentation of results and to avoid
small sample sizes for certain subgroups, the 15
single-year cohorts are combined into three groups
of five single-year cohorts. The first and oldest cohort
of near-retirees, the 1993 cohort, combines the five
single-year cohorts of persons who reach age 61 dur-
ing the 1993—1997 period. The 1998 cohort combines
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the persons who reach 61 during the 1998-2002
period, and the last cohort, the 2003 cohort, consists
of the persons reaching age 61 during the 2003—2007
period. From this point forward, the term cohort
refers to these 5-year groups. When we refer to
single-year cohorts we will use the term single-year
cohort. Benefits of cohort members are evaluated as
of January 1 of the year these persons reach age 62.8
To increase comparability among subgroups within a
cohort and among cohorts, benefits of all members of
a particular cohort are evaluated as of the year these
persons reach a given age (62) rather than as of a given
year (for example, 1993). All measures are in 2002
constant dollars.

Benefit Measures

In our study all benefit amounts are those payable
under actually enacted Social Security law. In our
benefit calculations we assume that the program
provisions in effect in future years are those scheduled
under current law. The most recent significant change
in Social Security law, a change in the earnings test,
was enacted in 2000.

Our benefit concept is shared benefits. For each
year a person is married, the person’s shared benefit
equals half the benefits received by the couple. It is
our view that shared benefit is superior to individual
benefit received as a measure of the income support
the person receives from the OASDI program. The
individual benefits of husband and wife often are quite
different. However, most married couples share their
incomes.” For each year a person is not married, the
person’s shared benefit equals the benefits received by
the person.'?

Our benefit measures, such as SSW, include benefits
received in the year the person attains age 62 and in all
later years. Our measures do not include any benefits
received before the year the person attains age 62. We
focus on the support provided by Social Security to
persons during the post-age-61 years. For those who
receive benefits earlier than age 62 (for example, many
DI beneficiaries), we do not attempt to measure the
support provided over a person’s lifetime. Our mea-
sures include the benefits paid from the Old-Age and
Survivors Insurance (OASI) and DI Trust Funds to a
worker, spouse, divorced spouse, surviving spouse, or
surviving divorced spouse.

Social Security Wealth. For each person with
benefits, we compute SSW as the present value of
shared benefits evaluated as of January 1 of the year
the person reaches age 62. Real SSW is expressed in

January 1, 2002, dollars."! Our annual discount rate
series consists of the rates of return on OASI Trust
Fund assets."” Projected values of the Consumer Price
Index for Urban Wage Earners and Clerical Workers
and trust fund interest rates are based on the interme-
diate assumptions of the 2002 Trustees Report.

SSW is a measure of the total support provided by
Social Security to a person over the period from the
year the person attains age 62 until his or her actual or
projected death. The value of a person’s SSW depends
importantly on the person’s longevity and past and
future (projected) marital history.'®

Annualized SSW Payout. For each person with ben-
efits, we compute an annualized SSW payout, which is
equal to the constant real annual payment over all the
person’s potential benefit years that has a present value
equal to the person’s SSW. In other words, the per-
son’s SSW is converted into a stream of constant real
annual payments. As with SSW, annualized payout

is expressed in January 1, 2002, dollars. All years
from the year the person reaches age 62 through the
last year before the year of death are potential benefit
years.'*1> The person’s number of potential benefit
years is the maximum number of years (starting with
the year the person reaches age 62) that he or she could
receive benefits. After 1999, the year of death is the
one projected by the MINT model.

Annualized payout is a useful measure of the
average annual support provided by Social Security
after age 61.' It is less affected by differences within
cohorts or increases over cohorts in longevity than is
the SSW measure."”” We use annualized payout as the
numerator of our earnings replacement rates.

Earnings and Earnings Replacement Rates. There
are a number of possible replacement rate measures.
For example, replacement rates have been defined as
the percent of average earnings for the last few years
before benefit receipt that is replaced by benefits.
Instead, our replacement rates measure the extent to
which average career earnings are replaced by ben-
efits. Before we go on to describe our two earnings
replacement rates, we discuss how we arrive at our
two career-earnings measures—average wage-indexed
shared taxable earnings and average wage-indexed
shared less-censored earnings.

The annual taxable earnings (wages and self-
employment income) of a worker is that part of the
worker’s total earnings from employment covered by
Social Security, which is at or below the legislated
taxable maximum (the maximum amount of annual
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earnings that is subject to Social Security payroll

tax and is included in the calculation of benefits). For
each year after 1981, the legislated taxable maximum
has been indexed by SSA’s U.S. average annual wage
series. Therefore, since 1983 the ratio of the legislated
taxable maximum to the average annual wage has
been roughly constant at about 2.3 to 2.5. The ratio
was 2.3 to 2.4 during the 1983-1989 period and 2.4
to 2.5 during the 1990s. Before 1983, this ratio was
always below 2.3 and varied substantially. The ratio
was 1.0 to 1.7 during the 1951-1978 period and 2.0 to
2.2 during the 1979-1982 period."

We also compute a measure of earnings that is less
censored than taxable earnings and that unlike tax-
able earnings has censoring limits that are a constant
percentage of average annual wage series amounts.
The annual less-censored earnings of a worker is the
part of the worker’s total earnings from employment
covered by Social Security that is estimated to be at
or below a hypothetical taxable maximum, which
for each year was set at about 2.45 times the average
annual wage. The SSA earnings records included in
our MINT data file contain annual amounts of taxable
earnings, but not amounts of total covered earnings.
For years before 1990, the MINT model estimates cov-
ered earnings in excess of the legislated taxable maxi-
mums using SSA administrative data on quarters of
coverage and Current Population Survey (CPS) wage
data."” The 1951-1989 hypothetical maximums are
then applied to these estimated earnings to get less-
censored earnings. For years after 1989, less-censored
earnings are simply set equal to taxable earnings; for
these years the legislated taxable maximums were
2.4-2.5 times the average annual wage. For each year
of the 1951-1989 period, the hypothetical maximum
exceeds the legislated maximum, and less-censored
earnings are less censored than taxable earnings. We
believe that less-censored earnings are superior to
taxable earnings in approximating relative differences
in total earnings both within cohorts among subgroups
and across cohorts.

We compute average wage-indexed shared taxable
earnings as follows. For each person, shared taxable
earnings for every year of the computation period
are indexed, using the average wage series, to the
wage level at the beginning of the year the person
reaches age 62. For each year a person is married, his
or her shared earnings equals one-half the earnings
of the couple. For each year a person is not married,
shared earnings equals his or her own earnings. The
indexed earnings are then averaged over the person’s

computation period. Finally, this average is expressed
in January 1, 2002, dollars, to obtain our measure of
average wage-indexed shared taxable earnings.”® For
average wage-indexed shared taxable earnings, we
often will use the term indexed taxable earnings. The
computation period for these indexed taxable earn-
ings begins with 1951 or the year the person reaches
age 22, whichever comes later, and ends with the year
the person reaches age 61.%' In the computation of
indexed taxable earnings for immigrants who enter the
United States after 1950 and after they reach age 22,
all years before the year of immigration are treated

as years of zero earnings. Projected average annual
wages in the MINT data file are based on the interme-
diate assumptions of the 2002 Trustees Report.

Average wage-indexed shared less-censored earn-
ings are computed in a somewhat analogous way.?? For
average wage-indexed shared less-censored earnings,
we often will use the term indexed less-censored earn-
ings. Indexed shared less-censored earnings differs
from indexed taxable earnings in two respects: (1) the
annual earnings measure used (less-censored instead
of taxable), and (2) the computation period used. The
computation period for indexed less-censored earn-
ings begins with 1951, or the year the person reaches
age 22, or the year the person immigrates to the
United States, whichever comes later; it ends with
the year the person reaches age 61. Thus, except for
immigrants who enter the United States after 1950
and after the year they reach age 22, the computation
periods for indexed less-censored earnings are the
same as those for indexed taxable earnings. For such
immigrants, the computation periods for indexed less-
censored earnings are shorter than those for indexed
taxable earnings.

For each person with some shared earnings, we
calculate two earnings replacement rates—one
for average wage-indexed shared taxable earnings
and another for average wage-indexed shared less-
censored earnings. For these replacement rates, we
will use the terms taxable earnings replacement rate
and less-censored earnings replacement rate. Given
that the numerator of our earnings replacement rates,
annualized payout, is a shared benefit measure, we
need shared earnings measures for the denominators
of these replacement rates. A reason for selecting
measures of average wage-indexed career earnings
for the replacement rate measures is because one
goal of the Social Security program is to provide
benefits that replace a portion of a measure of aver-
age wage-indexed career earnings. In addition, for a
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given single-year cohort, average wage-indexed career
earnings provides a useful indicator of a worker’s
average position over their career in the economy’s
earnings distribution. We present results for the tax-
able earnings replacement rate because this rate and
the replacement rate measure implicit in OASDI law
have some similar features (discussed below). The
less-censored earnings replacement rate is our proxy
for a total earnings replacement rate; it is superior to
the taxable earnings replacement rate as a measure of
the adequacy of Social Security benefits because its
denominator is a better proxy for the person’s average
preretirement standard of living.

A person’s taxable earnings replacement rate is the
person’s annualized payout expressed as a percent of
the person’s indexed taxable earnings. The following
features are common to our taxable earnings replace-
ment rate and the replacement rate measure implicit
in Social Security (or OASDI) law. Under that law, a
person’s initial benefit is determined as a percent of his
or her average indexed monthly earnings (AIME), and
over time the person’s initial benefit is kept constant
in real terms. The numerator of the taxable earnings
replacement rate is the annualized payout, which is a
constant real benefit and is related to the price-indexed
OASDI initial benefit. The denominator of the taxable
earnings replacement rate is average indexed taxable
earnings from age 22 through age 61. Indexed tax-
able earnings and OASDI’s AIME have some similar
features, but differ in several ways. Both are indexed
using the SSA average annual wage series, and their
averaging periods are similar.?* The same AIME
computation procedure applies to all of our cohorts of
near-retirees.

The less-censored earnings replacement rate is the
percentage of indexed less-censored earnings replaced
by Social Security benefits and is our proxy for a total
earnings replacement rate; it is superior to the tax-
able earnings replacement rate as a measure of the
adequacy of Social Security benefits. For both foreign-
born and native-born persons, the denominator of this
earnings replacement rate—indexed less-censored
earnings—is a better proxy for the person’s average
standard of living over their work career because it
includes earnings up to a constant relative taxable
maximum and is less censored than indexed taxable
earnings. In addition, for immigrants the average less-
censored measure has the advantage that its computa-
tion period does not include any years before the year
of immigration, which are treated as years of zero
earnings. Bear in mind, however, that indexed less-

censored earnings of immigrants who enter the United
States at quite different ages cover quite different
portions of these immigrants’ work lives.

Both the taxable and less-censored earnings
replacement rates are age-62 replacement rates, that is,
they give the percentages of a person’s earnings wage-
indexed to January 1 of the year the person reaches
age 62 that are replaced by the person’s constant real
annualized payout. As average real economy-wide
earnings increase in the years after age 61, the per-
son’s annualized payout declines relative to average
economy-wide earnings.

Social Security Taxpayers and Beneficiaries

In this article, Social Security taxpayers are near-
retirees with some shared earnings (that is, with
positive indexed taxable earnings), and those with

no shared earnings are nontaxpayers. Social Secu-

rity beneficiaries are those with both shared indexed
earnings and shared benefits (that is, with positive
SSW and annualized payouts). For each of the three
cohorts, 95.2 percent to 95.6 percent of Social Security
taxpayers are beneficiaries. The very small group

of nontaxpayers (about 1 percent of our sample) is
excluded entirely from this analysis. In our results for
race/ethnic subgroups and for the foreign- and native-
born, we include Social Security taxpayers regardless
of whether they have shared benefits, that is, our tables
include taxpayers who have taxable earnings but
receive no benefits—nearly always because of employ-
ment histories that are not strong enough to qualify
them for benefits or because they die before claiming
benefits. On the other hand, the tables for persons clas-
sified by disability status provide data for beneficiaries
only; Social Security taxpayers with no shared benefits
are excluded from these tables.

Findings by Race/Ethnic Subgroups

We present results for selected race/ethnic subgroups
and are able to classify near-retirees into a larger
number of race/ethnic subgroups than is typically
available. Of particular note is our inclusion of a cat-
egory for Asians. Hispanics, who may be of any race,
are a separate category. Thus, our subgroups are: (1)
whites (non-Hispanic whites); (2) blacks (non-Hispanic
blacks); (3) Asians (non-Hispanic Asians and Pacific
Islanders); (4) Hispanics; and (5) others (non-Hispanic
American Indians, Eskimos, and Aleuts).

This section’s tables present data for Social Secu-
rity taxpayers. This article’s analysis deals only with
persons who live to at least age 61 and only with the
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shared benefits they receive after the year they reach
age 61.

We briefly examine a few demographic charac-
teristics of our near-retiree sample (Table 1). Whites
account for 79—81 percent of near-retirees (81 percent
of the 1993 cohort, 81 percent of the 1998 cohort,
and 79 percent of the 2003 cohort). Blacks, Asians,
Hispanics, and “others” account for 9 percent,

3—4 percent, 7-8 percent, and less than 1 percent,
respectively. In our tables, the “other” subgroup is
not shown separately, but is included in calculating
numbers for the totals that combine all subgroups.

Looking into characteristics by race/ethnicity, we
see that the percentage of men is lowest for blacks
(42—44 percent) and a bit higher for whites, Asians,
and Hispanics at 48—49 percent, 48—53 percent, and
48-50 percent, respectively (Table 1). The percent-
ages married at age 62 are higher for Asians (76—86
percent) and whites (73—76 percent) than for Hispan-

United States—most of them as adults; the compa-
rable percentages for whites (5—6 percent) and blacks
(5-7 percent) are much smaller.>** We will discuss the
impact of these subgroup differences in immigration
on our results.

The percentage of taxpayers who are beneficiaries,
although quite high for all groups, is highest among
whites and lowest among Asians and Hispanics, as
seen in Table 1. The latter two groups have larger
shares of immigrants who have employment histories
that are not strong enough to qualify them for benefits.

Social Security Wealth

SSW is the present value at age 62 of Social Security
benefits received from age 62 until death. For the 1993,
1998, and 2003 cohorts, projected deaths account

for 94 percent, nearly 100 percent, and 100 percent,
respectively, of all deaths. Thus, SSW depends impor-
tantly on projected longevity. Among the variables

used in projecting MINT mortality beyond 1999 are
sex, earnings, education, marital status, disability ben-
efit status, and race (white and black). The Hispanic

ics (70-73 percent) and blacks (58—61 percent). As
expected, large percentages of Asians (77-79 percent)
and Hispanics (41-48 percent) immigrated to the

Table 1.
Selected characteristics of near-retirees, by race/ethnicity and cohort
Characteristic and cohort | AII| Whitel Black Asian Hispanic
Men (%)
1993 48 49 42 51 49
1998 48 48 42 53 50
2003 48 49 44 48 48
Foreign-born (%)
1993 10 6 5 77 41
1998 10 5 7 79 48
2003 12 6 7 77 48
Entered United States at age 23 or older (%)
1993 7 3 4 68 30
1998 6 2 5 67 34
2003 8 3 4 66 34
Married at age 62 (%)
1993 74 76 58 83 70
1998 73 74 61 86 73
2003 71 73 59 76 71
Beneficiary (%)
1993 96 96 94 92 92
1998 95 96 93 83 92
2003 96 96 95 91 91
Total number of near-retirees (thousands)
1993 10,033 8,123 898 268 674
1998 11,115 9,032 960 296 752
2003 13,911 11,030 1,250 521 1,045

SOURCE: Authors' calculations using data from Modeling Income in the Near Term (MINT3).
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and other race/ethnic (mostly Asian) classifications are
used only in projecting deaths before age 65. Thus,
MINT-based estimates of longevity and of SSW may
not be as accurate for Hispanics and Asians as for
whites and blacks.?

Median SSW is highest for whites primarily
because they have the highest median indexed taxable
earnings (Table 2).2” For example, the wealth levels
of blacks are 72—74 percent of those for whites. In
addition, whites live longer than blacks. High indexed
taxable earnings produce high annual benefits. Longer
lives result in more years of benefit receipt. The other
two subgroups have median indexed taxable earnings
equal to 51-71 percent of those for whites. Among the

minority subgroups for the two youngest cohorts, His-
panics have the lowest indexed taxable earnings and
blacks have the highest. Blacks have mean numbers of
potential benefit years equal to 84—89 percent of those
for whites.?®

Other things being equal, subgroups with higher
proportions of immigrants will have lower median
indexed taxable earnings for beneficiaries and higher
proportions of Social Security taxpayers who are
nonbeneficiaries. Table 1 shows that the Asian and
Hispanic subgroups contain very high proportions
of immigrants. For each cohort, the median indexed
taxable earnings of foreign-born Asians and His-
panics are substantially lower (for the 2003 cohort,

Table 2.
Social Security benefit measures and related measures for near-retirees, by race/ethnicity and cohort
Measure and cohort All White Black| Asian|  Hispanic
Social Security wealth (median, 2002 $)

1993 122,258 129,451 93,772 92,589 90,689

1998 147,003 156,568 116,291 116,134 99,231

2003 164,961 178,168 129,261 126,076 99,980
Annualized payout (median, 2002 $)

1993 6,338 6,463 5,756 5,020 5,456

1998 7,487 7,676 6,712 5,504 5,778

2003 8,292 8,588 7,578 6,019 5,959
Taxable earnings replacement rate (median, %)

1993 33.9 33.2 41.0 35.6 38.4

1998 322 314 37.0 324 38.6

2003 31.0 30.0 37.3 34.3 38.0
Less-censored earnings replacement rate (median, %)

1993 30.6 29.7 38.9 24.3 35.2

1998 30.0 29.5 35.7 23.6 334

2003 29.5 28.8 36.3 25.6 34.9
Taxable earnings (median, 2002 $)

1993 18,454 19,676 13,032 13,519 13,919

1998 22,915 24,305 17,084 15,970 14,178

2003 26,198 28,534 18,913 17,433 14,578
Less-censored earnings (median, 2002 $)

1993 20,276 21,743 13,645 19,313 14,657

1998 24,437 25,997 17,555 20,482 15,799

2003 27,237 29,581 19,631 21,985 16,426
Benefit receipt years (mean)

1993 20.2 20.8 17.9 17.9 17.6

1998 20.6 21.2 18.0 18.9 17.8

2003 21.0 21.7 18.2 19.8 17.6
Potential benefit years (mean)

1993 21.5 21.9 194 20.8 19.3

1998 22.0 22.4 19.7 22.7 20.0

2003 22.3 22.9 19.3 22.9 19.9

SOURCE: Authors' calculations using data from Modeling Income in the Near Term (MINT3).
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about one-third lower for each subgroup) than those
of native-born Asians and Hispanics. A reason that
immigrants have lower median indexed taxable earn-
ings than the native-born is that for many immigrants,
their computation periods for indexed taxable earn-
ings begin before they immigrate; in the computation
of indexed taxable earnings, all such years before

the year of immigration are treated as years of zero
earnings. The computation period for indexed tax-
able earnings begins with the later of either 1951

or the year the person reaches age 22. For example,
immigrants who entered the United States in 1989 at
age 35 will have their earnings for ages 22-34 set to
zero. These 13 years of zero earnings are included

in computing their average lifetime indexed taxable
earnings. The majority of immigrants (62—66 per-
cent) enter the United States after the year they reach
age 22.

When we look at changes from the 1993 cohort to
the 2003 cohort, the percentage increase in median
SSW is much smaller for Hispanics than the increases
for the other three racial/ethnic subgroups. A key
underlying variable shows similarly large differ-
ences. The percentage increase in median indexed
taxable earnings for Hispanics is much smaller than
the increases for the other subgroups.?’ The growth of
taxable earnings is relatively slow for both native- and
foreign-born Hispanics. Among the native-born, the
growth rate of indexed taxable earnings of Hispan-
ics is lower than those of the other three subgroups.

In addition, among immigrants, the growth rate of
indexed taxable earnings of Hispanics is lower than
that of Asians, the other subgroup with a high pro-
portion of foreign-born. We also find that for each
cohort, the proportions of foreign-born Asian and
Hispanic taxpayers who are nonbeneficiaries are
markedly higher than those for native-born Asians
and Hispanics.

Annualized SSW Payout

Our annualized payout is a measure of the average
annual support in real dollars provided by Social
Security over the post-age-61 years. It is computed by
spreading SSW over all potential benefit years. The
effects of errors in the mortality projections for His-
panics and Asians on estimates of annualized payout
for these subgroups should be relatively small because
errors in SSW should be largely offset by errors in the
number of potential benefit years.

Again, as with SSW, the median annualized payout
is highest for whites, driven primarily by their higher

indexed taxable earnings. For the remaining sub-
groups, annualized payouts are 69—89 percent of those
for whites. Blacks have the second highest annual-
ized payouts (87-89 percent of those for whites), and
Hispanics and Asians have the lowest. From the 1993
cohort to the 2003 cohort, the increase in median
annualized payout is much smaller for Hispanics than
for whites and blacks, as shown in Table 2.3

Taxable Earnings Replacement Rate

Our taxable earnings replacement rate measures the
extent to which annualized payout replaces average
indexed taxable earnings. As explained earlier, the rate
is somewhat similar to the replacement rate measure
implicit in OASDI law.*!

Median taxable earnings replacement rates are low-
est for whites, and those for the other subgroups are
103-127 percent of those for whites (Table 2).** Asians
have the second lowest taxable earnings replacement
rates, and blacks and Hispanics have the highest. Note
that median indexed taxable earnings of whites are
much higher than those of the other subgroups. Dif-
ferences in median indexed taxable earnings among
the other subgroups are usually not large. Thus, the
progressivity of the Social Security benefit formula
is an important reason why the taxable earnings
replacement rates of whites are lower than those of the
other subgroups.****

From the 1993 cohort to the 2003 cohort, median
taxable earnings replacement rates of whites and
blacks decline considerably, by 10 percent and 9 per-
cent, respectively; rates are almost unchanged for
Hispanics.’®> We have seen that over this period the
percentage increase in median indexed taxable earn-
ings for Hispanics is much smaller than the increases
for the other race/ethnic subgroups. This differential
earnings growth interacted with Social Security’s
progressive benefit formula to produce much of the
above difference in intercohort movement of earnings
replacement rates.

Less-Censored Earnings Replacement Rate

Our measure of less-censored earnings replacement
rates tells us the extent to which annualized payout
replaces average indexed less-censored earnings,

our proxy for total earnings. Median less-censored
replacement rates are lowest for Asians, ranging
from 2426 percent (Table 2). They are second low-
est for whites, ranging from 29-30 percent. Thus,
less-censored earnings replacement rates of Asians
are 80—89 percent of those for whites; those of blacks
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and Hispanics are higher at 121-131 percent and
113-121 percent of those for whites.*

Why are less-censored earnings replacement rates
for Asians low relative to those of the other race/ethnic
subgroups? One can look at how less-censored earn-
ings replacement rates compare with taxable earnings
replacement rates. The ratio of less-censored earnings
replacement rate to taxable earnings replacement rate
is only .68 to .75 for Asians compared with .87 to .97
for the other three subgroups. That is, the two earnings
replacement rates are quite different from each other
for Asians. This is driven by the relatively large differ-
ence between their indexed less-censored earnings and
indexed taxable earnings. The ratio of median indexed
less-censored earnings to median indexed taxable
earnings is much higher for Asians (1.26 to 1.43) than
for the other three subgroups (1.03 to 1.11). Immigrat-
ing after age 22 is a key reason why indexed less-
censored earnings are greater than indexed taxable
earnings; the computation of indexed less-censored
earnings does not include years before immigration.
About two-thirds of Asian near-retirees are adult
immigrants. Only 2—5 percent of whites and blacks
are adult immigrants. Of Hispanic near-retirees, about
a third are adult immigrants. Therefore, for Asians in
particular, because of the wedge between their indexed
less-censored and indexed taxable earnings, the tax-
able earnings replacement rate measure is not a very
good measure of how effective Social Security is in
replacing average career earnings.”’

Section Summary

We find that because of their higher indexed tax-

able earnings, whites, as a subgroup, receive more
SSW and annualized payout than other race/ethnic
subgroups. The lower indexed taxable earnings of
Asians and Hispanics are due, in large part, to the fact
that many of them immigrate to the United States as
adults; program rules assign zero earnings to years
before immigration. In addition, whites have more
years of benefit receipt than blacks because they

live longer on average. Certain aspects of the Social
Security program, such as the progressive benefit
formula, advantage those with lower lifetime earnings.
Thus, blacks, Hispanics, and Asians have higher tax-
able earnings replacement rates than whites because
those groups have lower lifetime taxable earnings than
whites. For Asians (a group with a very high propor-
tion of immigrants), this taxable earnings replacement
rate measure is not a very good measure of how effec-
tive Social Security is in replacing average career total

earnings. This is because the indexed taxable earnings
of Asians are particularly low relative to their indexed
less-censored earnings—our proxy for indexed total
earnings—because of the large number of years with
earnings before entering the United States that are
treated as years of zero taxable earnings. Other race/
ethnic subgroups do not exhibit such large differ-
ences between the two earnings replacement rates as
do Asians.

From the 1993 cohort to the 2003 cohort, the
increases in SSW and annualized payouts are much
smaller for Hispanics than for the other race/ethnic
subgroups. On the other hand, over this period the
taxable earnings replacement rates of whites and
blacks decline considerably, but are almost unchanged
for Hispanics.

Findings by Immigrant Status

In this section, we consider the following: How do
immigrants fare under Social Security compared with
the native-born? How do Social Security outcomes for
immigrants differ among race/ethnic subgroups? How
does age at time of immigration affect Social Security
outcomes for immigrants?3®

The starting MINT sample is from the 1990, 1991,
1992, and 1993 panels of the SIPP. Members of this
starting sample were asked their year of immigration
and source country. In addition, persons are projected
to enter the MINT sample by means of immigration in
the years after the end of the SIPP interview. Imputed
immigrants account for roughly 3 percent of immi-
grants in the 1993 cohort of near-retirees, 9 percent in
the 1998 cohort, and 15 percent in the 2003 cohort.*
We believe that our sample of immigrant near-retirees
consists almost entirely of persons with legal perma-
nent residence status.*’

This section’s tables show results for Social Secu-
rity taxpayers. Nontaxpayers (near-retirees with no
shared taxable earnings) account for less than 0.5 per-
cent of the native-born, but for 610 percent of immi-
grants. Immigrants account for 10—12 percent of all
Social Security taxpayers.

Among immigrants, about 50 percent are Asian
or Hispanic whereas these subgroups comprise
only about 5 percent of our native-born population
(Table 3). Correspondingly, among immigrants about
39-47 percent are white and 5—6 percent are black
compared with about 85 percent and 9 percent among
the native-born. The compositions by sex of the immi-
grant and native-born subgroups are quite similar.
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Table 3.

Selected characteristics of near-retirees, by nativity and cohort

Immigrant Native-born

Characteristic 1993 1998 2003 1993 1998 2003
Men (%) 48 50 49 48 47 48
Married at age 62 (%) 77 79 76 74 73 71
Race/ethnicity (%)

White 47 42 39 85 86 85

Black 5 6 5 9 9 9

Asian 21 20 25 1 1 1

Hispanic 27 31 31 4 4 4
Education (%)

Dropout 36 32 29 24 17 13

High school graduate 40 42 44 58 62 59

College graduate 24 26 28 19 21 27
Age at U.S. entry (%)

Up to 23 34 38 35 100 100 100

23-32 27 25 26 0 0 0

33-42 21 17 19 0 0 0

43-52 12 12 13 0 0 0

52-61 5 9 7 0 0 0
Beneficiary (%) 91 89 89 96 96 96
Total number of near-retirees (thousands) 996 1,151 1,610 9,037 9,964 12,301

SOURCE: Authors' calculations using data from Modeling Income in the Near Term (MINT3).

For immigrants, the proportions married are slightly
higher and the proportions divorced are lower. Rela-
tive to the native-born, a larger share of immigrants
are high school dropouts or college graduates. This
means that a smaller share of immigrants are in the
middle category of being only high school graduates.
In other words, immigrants have several characteris-
tics that are distinct from those in the general native-
born population.

A little over a third of immigrants enter the United
States before they reach age 23. Less than 10 percent
enter the country after age 53. Table 3 shows that the
majority of immigrants in our cohorts enter the United
States during their prime working years. The percent-
age of Social Security taxpayers who are beneficiaries
is somewhat smaller for immigrants than it is for the
native-born.

Social Security Wealth

Immigrants have much lower median indexed taxable
earnings than the native-born, resulting in median
SSW of immigrants falling short of that of the native-
born (Table 4).*' The relative shortfall has increased
over time.*> For the 1993, 1998, and 2003 cohorts,

median indexed taxable earnings of immigrants are
20 percent, 33 percent, and 44 percent lower than
those of the native-born. We have seen that one reason
immigrants have lower indexed taxable earnings is
that for many immigrants their computation periods
for indexed taxable earnings begin before they immi-
grate.” We have seen that relatively more immigrants
have employment histories that are insufficiently
strong to qualify them for benefits.

Among immigrants, whites have greater median
SSW than the other subgroups (Table 5). It is high-
est for whites because they have the highest median
indexed taxable earnings and because they live longer
on average than most other race/ethnic subgroups. The
other subgroups have median indexed taxable earnings
equal to 48—80 percent of those for whites. Median
SSW of white immigrants falls a bit short of that of the
native-born (all race/ethnic subgroups combined).

From the 1993 cohort to the 1998 cohort, median
SSW of immigrants increases substantially for whites
and Asians, but is virtually unchanged for Hispanics.
For the 1993-2003 period, the percentage increases
in median SSW are larger for whites and Asians than
for Hispanics.**
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Table 4.

Social Security benefit measures and related measures for near-retirees, by nativity and cohort

Immigrant Native-born

Measure 1993 1998 2003 1993 1998 2003
Social Security wealth (median, 2002 $) 99,838 109,737 108,101 125,681 151,789 172,338
Annualized payout (median, 2002 $) 5,456 6,018 5,849 6,403 7,601 8,478
Taxable earnings replacement rate (median, %) 34.8 33.9 33.9 33.8 32.1 30.7
Less-censored earnings replacement rate

(median, %) 27.0 26.0 27.2 31.2 304 29.7
Taxable earnings (median, 2002 $) 14,981 15,757 15,274 18,802 23,596 27,723
Less-censored earnings (median, 2002 $) 19,064 19,937 19,420 20,394 24,859 28,294
Benefit receipt years (mean) 18.6 18.4 18.7 20.4 20.9 21.3
Potential benefit years (mean) 21.2 21.4 21.6 21.5 22.0 22.4

SOURCE: Authors' calculations using data from Modeling Income in the Near Term (MINT3).

Among immigrants, median SSW declines mark-
edly as age at entry into the United States increases
(Table 6).* For example, median SSW is zero for the
subgroup with age at entry of 53—61, indicating that
at least 50 percent of this subgroup have no SSW.
Median indexed taxable earnings decreases as age
at entry increases.*® As age at entry increases there
is a corresponding increase in the number of years
in the computation period for indexed taxable earn-
ings that are treated as years of zero earnings. The
share of Social Security taxpayers with some shared
benefits falls from 95-98 percent for those who enter
before age 33, to 39—44 percent for those who enter at
ages 53—61. Note that median SSW of immigrants who
enter the United States before age 23 is similar to that
of the native-born.

Annualized SSW Payout

Just as with SSW, the lower median indexed taxable
earnings of immigrants causes the median annual-
ized payout of immigrants to fall short of that for
the native-born (Table 4). This relative gap has also
increased over time. For the 1993, 1998, and 2003
cohorts, median annualized payouts of immigrants
are 15 percent, 21 percent, and 31 percent lower than
those of the native-born. For these cohorts, median
indexed taxable earnings of immigrants are 20 per-
cent, 33 percent, and 44 percent lower than those of
the native-born.

Among immigrants, whites have the highest
median indexed taxable earnings and correspond-
ingly receive the largest median annualized payouts

(Table 5). Payouts of the other race/ethnic subgroups
are 65—77 percent of those of whites. When compar-
ing white immigrants with the native-born, we find
that median annualized payouts of immigrants are

less than those of the native-born population (all race/
ethnic subgroups combined) by 3—12 percent. Across
time, from the 1993 cohort to the 2003 cohort, the
percentage increases in median annualized payouts are
larger for white and Asian immigrants than for His-
panic immigrants.

The importance of the age at entry into the United
States is highlighted in Table 6. Among immigrants,
median annualized payouts decline markedly as age
at entry increases. For those who immigrate before
age 23, annualized payouts are similar to those of the
native-born.

Taxable Earnings Replacement Rate

Median taxable earnings replacement rates of immi-
grants slightly exceed those of the native-born, and
the relative difference has increased a bit over time
(Table 4). For the 1993, 1998, and 2003 cohorts,
median replacement rates for immigrants are 3 per-
cent, 6 percent, and 12 percent higher than for the
native-born.**8 We have seen that the median indexed
taxable earnings of immigrants are less than those of
the native-born, and that this relative difference has
increased over time. These differences in indexed tax-
able earnings operate through the progressive benefit
formula to produce higher taxable earnings replace-
ment rates for immigrants.
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Table 5.
Social Security benefit measures and related measures for near-retiree immigrants, by race/ethnicity
and cohort

Measure and cohort | Whitel Blackl Asianl Hispanic
Social Security wealth (median, 2002 $)

1993 118,566 85,235 84,424 71,664

1998 140,795 72,433 104,593 70,876

2003 143,061 70,801 113,717 76,649
Annualized payout (median, 2002 $)

1993 6,178 4,578 4,437 4,476

1998 7,202 5,311 5,105 4,850

2003 7,430 5,702 5,294 4,805
Taxable earnings replacement rate (median, %)

1993 341 31.6 341 36.9

1998 31.1 37.8 34.2 42.5

2003 30.5 32.0 36.2 40.6
Less-censored earnings replacement rate (median, %)

1993 275 245 23.0 29.9

1998 25.8 24.7 231 29.5

2003 26.1 26.5 24.8 31.8
Taxable earnings ( median, 2002 $)

1993 18,294 14,576 11,423 11,495

1998 21,824 12,207 12,672 10,965

2003 22,297 13,581 14,579 10,768
Less-censored earnings (median, 2002 $)

1993 22,536 18,395 18,879 13,778

1998 26,003 19,674 19,483 13,849

2003 26,066 19,639 20,558 14,407
Benefit receipt years (mean)

1993 20.2 17.1 17.5 16.9

1998 20.3 17.5 18.6 15.9

2003 21.0 15.7 19.2 15.8
Potential benefit years (mean)

1993 22.3 20.3 211 19.6

1998 22.7 20.4 22.8 19.0

2003 234 17.8 229 18.9

SOURCE: Authors' calculations using data from Modeling Income in the Near Term (MINT3).

We stated earlier that relatively more immigrants (31 percent) and highest for Hispanics (41-43 percent).
than the native-born have U.S. employment histories The primary reason for this pattern is the progressivity
that are insufficient to qualify them for benefits. Gen- of the Social Security benefit formula. For these two
erally, a person needs at least 10 years of U.S. earnings  cohorts, median indexed taxable earnings of Hispanics
to establish eligibility for retirement benefits for one’s are 48—50 percent of those for whites.

, . o
self or for one’s spouse. The ratios of beneficiaries to Among immigrants, median taxable earnings

program participants (those with some shared indexed replacement rates generally increase as age at entry

taxable earnings) are 96 percent for the native-born increases from “under 23” to “43-52” (Table 6). A

immi 49 . . . U
and 89-91 percent for immigrants. primary reason for this pattern is the progressivity of

Table 5 shows that when we focus on immigrants the benefit formula. Median indexed taxable earnings
alone, the 1998 and 2003 cohorts’ median taxable decrease as age at entry increases over this age-at-
earnings replacement rates are lowest for whites entry range.
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Table 6.

Social Security benefit measures and related measures for near-retiree immigrants, by age at U.S. entry

and cohort

Age at U.S. entry

Measure and cohort Under 23| 23—32|- 33—42| 43—52| 5361
Social Security wealth (median, 2002 $)

1993 129,171 108,507 101,214 39,473 0

1998 158,459 120,244 116,599 40,502 0

2003 159,154 134,555 88,070 38,236 0
Annualized payout (median, 2002 $)

1993 6,608 5,769 5,368 3,078 0

1998 7,411 6,709 5,208 2,881 0

2003 7,747 7,241 4,709 2,326 0
Taxable earnings replacement rate (median, %)

1993 36.0 33.1 35.9 36.3 0

1998 32.9 35.0 38.4 45.8 0

2003 32.7 33.6 39.1 40.8 0
Less-censored earnings replacement rate (median, %)

1993 32.3 275 23.6 22.6 0

1998 31.1 30.4 241 19.2 0

2003 31.9 29.2 26.7 19.8 0
Taxable earnings (median, 2002 $)

1993 19,250 17,376 13,409 7,199 1,052

1998 23,553 19,103 12,981 5,401 999

2003 23,165 20,518 11,477 4,658 1,020
Less-censored earnings (median, 2002 $)

1993 20,678 20,691 19,313 11,476 4,876

1998 24,636 21,330 19,937 13,618 5,782

2003 23,757 24,154 16,755 12,210 5,857
Benefit receipt years (mean)

1993 211 18.9 19.2 14.7 7.8

1998 20.8 20.1 20.1 13.6 6.2

2003 21.6 20.8 17.6 14.5 6.7
Potential benefit years (mean)

1993 221 20.9 21.0 19.7 221

1998 221 21.3 221 19.9 19.7

2003 225 221 20.3 20.9 20.2

SOURCE: Authors' calculations using data from Modeling Income in the Near Term (MINT3).

Less-Censored Earnings Replacement Rate

Median less-censored earnings replacement rates

of immigrants fall short of those of the native-born
(Table 4).5° The shortfall is 8—14 percent. How do our
two earnings replacement rates compare between

the native-born and immigrants? We find that for the
native-born, their less-censored earnings replacement
rates are 3—8 percent lower than taxable earnings
replacement rates because their indexed less-censored
earnings are larger than their indexed taxable earn-
ings. The less-censored maximums often exceed the
legislated taxable maximums. Thus, some earnings

that are above the legislated maximums are below

the less-censored maximums. For immigrants, their
less-censored earnings replacement rates are consider-
ably lower (20-23 percent) than their taxable earnings
replacement rates primarily because their indexed
less-censored earnings are far greater than their
indexed taxable earnings, more so than for the native-
born. This is because their computation periods for
indexed less-censored earnings are often shorter than
those for indexed taxable earnings.

Table 5 shows that among immigrants, median
less-censored earnings replacement rates are lowest
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for Asians (2325 percent) and highest for Hispan-

ics (30-32 percent). This pattern differs from that

for taxable earnings replacement rates where whites
had the lowest replacement rates. This is because our
subgroups vary in how their indexed taxable earnings
compare with their indexed less-censored earnings.
Note that in the calculation of the earnings replace-
ment rates, the denominators of the taxable earnings
replacement rate and the less-censored earnings
replacement rate are indexed taxable earnings and
indexed less-censored earnings, respectively; but both
replacement rates have the same numerator, namely,
annualized payout. The differences in the two earn-
ings replacement rates arise because of differences

in the denominator. Asians have a relatively low ratio
of indexed taxable earnings to indexed less-censored
earnings, in part because they have the highest
average age at entry; late entry tends to reduce median
indexed taxable earnings, relative to median indexed
less-censored earnings.

Among immigrants, median less-censored earnings
replacement rates decrease as age at entry increases
from “under 23” to “43-52” (Table 6). Taxable earn-
ings replacement rates generally increase over this
age-at-entry range. This difference results because as
age at entry increases over this range, median indexed
taxable earnings decline markedly relative to median
indexed less-censored earnings.

Section Summary

Primarily because of their lower indexed taxable earn-
ings, immigrants of every race/ethnic subgroup, on
average, receive lower SSW and annualized payouts
than the native-born (all race/ethnic subgroups com-
bined). Despite having some earnings, a larger share
of immigrants, compared with the native-born, have
earnings histories that are insufficient to qualify them
for any benefits. Age at entry plays a very important
role in determining benefit levels, with our results
showing a strong negative association between immi-
grants’ benefit levels and age at entry into the country.
The importance of age at entry is strengthened by our
finding that immigrants who enter before age 23 have
benefits that are similar to those of the native-born.

However, immigrants as a whole have somewhat
higher taxable earnings replacement rates than the
native-born. Note the relatively high taxable earnings
replacement rates for Hispanic and Asian immigrants,
especially for Hispanic immigrants. On the other
hand, for certain immigrants, particularly Asians,
the taxable earnings replacement rate measure is not

a very good measure of Social Security benefits as

a percentage of an immigrant’s average standard of
living over their work career. Because only earnings
after immigrating to the United States are used in the
computation of indexed less-censored earnings, for
this purpose and for immigrants in particular, the less-
censored earnings replacement rate measure is better.
We find that less-censored earnings replacement rates
for immigrants as a whole are somewhat lower than
those of the native-born.

Findings by Disability Status

How do near-retirees affected by disability fare under
Social Security compared with other beneficiaries?
How are these differences associated with sex? In this
section, we present results by disability status and
discuss some reasons for these differences.

We classify beneficiaries, that is, Social Security
taxpayers with post-age-61 shared benefits, into
disability-status subgroups: the disability-affected and
other beneficiaries. Our disability-affected subgroup
is composed of persons for whom disability benefits
constitute a major part of their shared post-age-61 ben-
efits. Because this article focuses on shared benefits,
our classification by disability status depends on the
types of benefits received by the person and his or her
spouse. In determining the type of benefit, we do not
convert disabled-worker beneficiaries to retired-worker
beneficiaries at the full retirement age. Later in our
discussion, we describe more fully how the definition
of our subgroup of disability-affected near-retirees dif-
fers from typical definitions of the disabled population.

The two disability-status categories are classified as
follows. First, for each year of benefit receipt after the
year the person reaches age 61 until the person’s death,
we determine the benefit type of the person and the ben-
efit type of his or her spouse. Second, using the yearly
benefit type information, we determine the longest-held
benefit type from age 62 until death of the person and of
his or her spouse. Third, using the longest-held benefit
types of the person and of his or her spouse, we deter-
mine the person’s disability-status subgroup.

This article’s benefit measures include worker,
spouse, divorced spouse, surviving spouse, and sur-
viving divorced spouse benefits paid from the OASI
and DI Trust Funds. We classify these benefits into
four broad benefit types: retired-worker only, disabled-
worker only, spouse (spouse and divorced spouse), and
survivor (surviving spouse and surviving divorced
spouse). Note that for years after 1999, benefit types
are projected by the MINT model.
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A person’s benefit type for a given year is the
type of their own benefit for that year; the person’s
spouse may receive a different type of benefit. A
dually entitled beneficiary is one who is entitled to
a worker benefit and to a larger spouse or survivor
benefit. Here we treat the dually entitled as spouse
or survivor beneficiaries.’! For a person who is a
disabled-worker beneficiary (worker only or dually
entitled) in the year just before the year he or she
reaches the full retirement age, we treat any worker-
only benefit that the person receives in a later year as
a disabled-worker benefit.

We determine the benefit type of the person and
the benefit type of the person’s spouse for each year of
benefit receipt after the year the person reaches age 61
until his or her death. Because many beneficiaries
change benefit types during their retirement years, we
decided it would be useful to determine a longest-held
benefit type for each person and for his or her spouse.
A person’s longest-held benefit type is their most com-
mon yearly benefit type for the period that starts with
the year the person reaches age 62 and ends with his or
her death.*

Because this analysis focuses on shared benefits, we
use both the person’s benefit-type code and the spouse’s
benefit-type code in determining a person’s disability
status. The disability-affected are disabled-worker
beneficiaries or those having spouses who are disabled-
worker beneficiaries. The disability-affected categories
consist of the following three groups of persons:

1. All persons whose longest-held benefit type is
disabled-worker only (65-67 percent),*

2. All persons whose longest-held benefit type
is spouse or survivor and whose spouse’s
longest-held benefit type is disabled-worker only
(19-24 percent);>* and

3. Some persons whose longest-held benefit type is
retired-worker only and whose spouse’s longest-
held benefit type is disabled-worker only. With
regard to this third category, we only include
such persons as disability-affected if the person’s
number of years of receiving retired-worker-
only benefits is less than or equal to the spouse’s
number of years of receiving disabled-worker only
benefits (11-15 percent).”

In considering our results in this section it is impor-
tant to keep in mind the following facts about the
subgroup we call disability-affected. First, our disabil-
ity-affected subgroup includes not only disabled work-
ers, but also persons with spouses who are disabled

workers. Second, persons for whom disability benefits
constitute only a minor part of their post-age-61
shared benefits are not part of our disability-affected
subgroup. Third, in determining a person’s longest-
held benefit type, we do not convert disabled-worker
beneficiaries to retired-worker beneficiaries when they
reach the full retirement age. Fourth, members of our
disability-affected subgroup all live to at least age 61.
This is important to note given that many disability
beneficiaries die before reaching age 61. Fifth, in
determining disability status we do not consider the
person’s shared benefits received before age 62. Sixth,
on average, our disability-affected subgroup first
receive disability benefits when in their mid-to-late
fifties. For all disability beneficiaries, the average age
of first receipt of benefits is well below the midfif-
ties. Thus, it is clear that our subgroup of disability-
affected near-retirees differs in a number of ways from
typical disability populations.

As stated above, we find that those whose own
longest-held benefit type is disabled-worker only
account for about 65—67 percent of these shared-
record disability-affected subgroup members (Table 7).
The remaining 33-35 percent of our disability-affected
are persons who do not receive disabled-worker-only
benefits themselves but have a spouse who receives
such benefits. Shared-record disability-affected
persons account for 14—15 percent of all beneficiaries,
16—18 percent of male beneficiaries, and 12—13 percent
of female beneficiaries. The 45 percent of Social
Security taxpayers with no shared benefits are not
dealt with in this section.

Looking at the demographics of our subgroup
of disability-affected near-retirees, we find some
54-57 percent of the disability-affected are men
compared with 46—47 percent of other beneficiaries
(Table 7). Most disability-affected men (86—89 percent)
are persons whose person-record longest-held benefit
type is disabled-worker only. In contrast, most disabil-
ity-affected women (57—68 percent) are persons whose
own longest-held benefit type is not disabled-worker
only, but who have a spouse with a longest-held benefit
type of disabled-worker only.

The shares of blacks and Hispanics in our disabil-
ity-affected subgroup are larger than their shares in the
population of other beneficiaries. About 21-24 percent
of the disability-affected are blacks and Hispanics
compared with 14—15 percent of other beneficiaries.
The disability-affected subgroup includes a larger
share of black beneficiaries (22-25 percent) than of
any other race/ethnic subgroup.
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Table 7.

Selected characteristics of near-retiree beneficiaries, by disability status and cohort

Disability-affected

Other beneficiaries

Characteristic 1993| 1998 2003 1993 1998 2003
Reason for disability-affected status (%)
Both person and spouse are disabled workers 7 5 5 0 0 0
Only person is a disabled worker 58 60 61 0 0 0
Only spouse is a disabled worker 35 34 34 0 0 0
Neither is a disabled worker 0 0 0 100 100 100
Men (%) 57 54 55 46 46 47
Foreign-born (%) 9 9 10 10 10 11
Married at age 62 (%) 82 79 78 74 73 71
Race/ethnicity (%)
White 77 77 72 82 83 81
Black 12 14 16 8 7 8
Asian 1 1 3 3 3 4
Hispanic 9 7 8 6 6 7
Total number of beneficiaries (thousands) 1,463 1,582 1,846 8,119 9,003 11,447

SOURCE: Authors' calculations using data from Modeling Income in the Near Term (MINT3).

NOTE: Disability status determination is based on an individual's and spouse's benefit types. For details, see the "Findings by Disability

Status" section of the text.

Immigrants account for 9-10 percent of the dis-
abled and 10—11 percent of other beneficiaries. The
percentages married at age 62 are higher for the
disabled (78—82 percent) than for other beneficiaries
(71-74 percent).

We discuss in the sections below empirical esti-
mates of SSW and of annualized payouts by disability
status, but not any replacement rate estimates. Because
many of the disability-affected near-retirees start to
receive benefits a number of years before they reach
age 62, our standard replacement rate measures may
not be appropriate for this subgroup.*

Social Security Wealth

Our measure of SSW focuses on benefits for near-
retirees and therefore does not include benefits
received before the year the person reaches age 62.
Yet, the great majority of the near-retiree disability-
affected subgroup start to receive disability benefits
before reaching age 62.

Our disability-affected subgroup has fewer years of
benefit receipt because, on average, they die younger.
Therefore, it is not surprising that median SSW of this
subgroup is considerably less than for other beneficia-
ries (Table 8). For the disability-affected, median SSW
is 28-31 percent lower and mean number of years of

benefit receipt is 25-29 percent lower than for other
beneficiaries.

When men and women are looked at separately, we
find that median SSW is 35—43 percent lower for dis-
ability-affected men than for men of other beneficiary
types, and the mean number of benefit receipt years
is 3035 percent lower; the corresponding figures for
women are 8—29 percent and 15-24 percent.”’

As with other beneficiaries, median SSW is con-
siderably larger for women than for men among the
disability-affected. The main causes of this difference
are (1) that women have much higher average number
of years of benefit receipt, and (2) our use of a shared
concept of wealth rather than an individual concept.
Most married women receive smaller annual benefits
(auxiliary or worker) than their husbands. Thus, shared
benefit is greater than individual benefit for most mar-
ried women and less than individual benefit for most
married men.>

Table 9 gives estimates of SSW for (1) disabled
workers, and (2) nondisabled persons with disabled
spouses. The median SSW of disabled workers is
only 49-55 percent of that of nondisabled persons
with disabled spouses. Disabled workers have only
56—59 percent as many years of benefit receipt because
they die younger.*
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Table 8.

Social Security benefit measures for near-retiree beneficiaries, by disability status, sex, and cohort

Disability-affected

Other beneficiaries

Measure and cohort AII| Womenl Men All Women Men
Social Security wealth (median, 2002 $)
1993 95,618 140,001 63,381 133,132 152,434 111,799
1998 111,277 133,575 87,438 162,297 187,398 134,116
2003 125,316 163,731 96,001 179,414 208,788 152,080
Annualized payout (median, 2002 $)
1993 6,967 6,890 7,111 6,341 6,476 6,213
1998 8,012 7,746 8,250 7,552 7,609 7,493
2003 8,713 8,689 8,741 8,395 8,426 8,364
Benefit receipt years (mean)
1993 16.4 21.0 12.2 22.0 24.8 18.8
1998 16.1 22.0 13.0 22.6 25.8 18.9
2003 16.7 20.0 13.3 229 26.2 19.1
Potential benefit years (mean)
1993 16.5 221 12.3 23.0 25.7 19.9
1998 16.3 201 13.2 23.6 26.6 201
2003 16.9 21.0 13.6 23.8 27.0 20.3

SOURCE: Authors' calculations using data from Modeling Income in the Near Term (MINT3).

NOTE: Disability status determination is based on an individual's and spouse's benefit types. For details, see the "Findings by Disability

Status" section of the text.

Table 9.
Social Security benefit measures for disability-affected near-retiree beneficiaries, by unit type, sex,
and cohort
Person is a disabled worker Only spouse is a disabled worker
Measure and cohort AII| Womenl Men AII| Women Men
Social Security wealth (median, 2002 $)
1993 72,123 102,877 64,214 147,186 158,356 80,281
1998 85,789 90,517 85,395 156,610 160,296 152,035
2003 96,001 118,700 86,680 176,422 186,013 154,966
Annualized payout (median, 2002 $)
1993 6,944 6,741 7,034 6,818 6,860 6,524
1998 7,910 6,693 8,223 8,001 7,991 8,215
2003 8,717 8,705 8,737 8,638 8,638 8,705
Benefit receipt years (mean)
1993 13.0 17.5 11.9 22.9 24.4 15.7
1998 13.0 15.5 12.2 224 22.8 20.3
2003 13.5 16.5 12.3 23.0 24.2 19.1
Potential benefit years (mean)
1993 13.1 17.6 12.0 23.0 24.5 16.1
1998 13.2 15.6 12.3 22.6 23.0 20.9
2003 13.7 16.7 12.6 233 244 19.8

SOURCE: Authors' calculations using data from Modeling Income in the Near Term (MINT3).

NOTE: Disability status determination is based on an individual's and spouse's benefit types. For details, see the "Findings by Disability

Status" section of the text.
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Annualized SSW Payout

Annualized payouts of the disability-affected exceed
those of other beneficiaries by 4-10 percent. For men
and women, these amounts are higher by 5—14 percent
and 2—6 percent.®

This small difference in annualized payouts is the
result of the following offsetting factors.

1. A factor that markedly increases annualized
payouts of the disability-affected relative to other
beneficiaries is that non-DI benefits are reduced
for early benefit receipt, that is, early retirement.
For a full retirement age of 66, these reductions
can be as large as 25 percent for retired-worker
benefits, 30 percent for spouse benefits, and
19 percent for surviving spouse benefits. There are
no comparable reductions for DI benefits.

2. A factor that decreases annualized payouts of the
disability-affected relative to those of other benefi-
ciaries is the difference in the indexing of retired-
worker benefits and disabled-worker benefits.
Retired-worker benefits are based on earnings that
are wage-indexed to wage levels as of the year the
beneficiary reaches age 60. Cost-of-living adjust-
ments (that is, price-indexing) to these retirement
benefits begin at the end of the year the person
reaches age 62. By contrast, disabled-worker
benefits are based on earnings that are wage-
indexed to wage levels of the year that is 2 years
before the year of first receipt of disability ben-
efits. The cost-of-living adjustments to disability
benefits start at the end of the year of first dis-
ability benefit receipt. For near-retiree disabled-
worker-only beneficiaries, the median age of first
receipt of disability benefits is 57 or 58.

Because the average wage measure usually
increases at a faster percentage rate than the price
index, these differences in indexing usually cause
the annualized payouts of the disability-affected to
decrease relative to the payouts of other beneficia-
ries. For the 1998 cohort, this indexing difference
decreases annualized payouts of disabled-worker-
only beneficiaries by about 10 percent relative to
those of retired-worker-only beneficiaries.

3. Even if disabled-worker and retired-worker
benefits were wage-indexed to the same age
and price-indexed from the same age, disabled-
worker benefits would tend to be lower because
the earnings of disabled workers, averaged over
their relatively shorter computation periods,
tend to be lower than those of retired workers.

We checked this by calculating average relative
earnings (earnings relative to SSA average annual
wages).* > Our estimates of the median average
relative earnings of disabled-worker-only benefi-
ciaries are 9—14 percent less than those of retired-
worker-only beneficiaries.®

Differences by sex in median annualized pay-
outs are quite small. The ratios of median annual-
ized payouts for women to those for men are .94 to
.99 for the disability-affected and 1.01 to 1.04 for
other beneficiaries.*

The median annualized payouts of disabled workers
are very similar to those of nondisabled persons with
disabled spouses (Table 9). This is also generally true
for both women and men.%

Section Summary

Our definition of the disabled is somewhat different
from the definition of disabled workers used by SSA.
It is an expanded definition in one sense because in
determining who is disability-affected, we take into
account the disability status of one’s spouse. On the
other hand, because our focus is on near-retirees,

all our disability-affected live to at least age 61, and
we measure their post-age-61 shared benefits. About
two-thirds receive disabled-worker benefits themselves
and the remaining one-third have spouses who receive
such benefits. On average, they do not start receiv-

ing disability benefits until their mid-to-late fifties.

In determining a person’s longest-held benefit type,
we do not convert disabled-worker benefits to retired-
worker benefits at the full retirement age.

Our near-retiree disability-affected are, as expected,
different from other near-retirees. Men account for a
larger proportion, and blacks and Hispanics, especially
blacks, make up a larger share of our specific defini-
tion of the disabled.

By one measure, namely SSW, we find that because
our disability-affected subgroup die sooner, they
receive considerably less in median amounts than
other beneficiaries. These differences in SSW exist for
both men and women, although, women receive more
than men. However, it is very important to note that
had we considered all benefits that our disability-
affected subgroup received before the year they
reached age 62, the nature of these differences may
have been quite different. But because the focus of
this study is near-retirees, including disability-affected
near-retirees, we examine Social Security benefits
only from the year they reach age 62.
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Using another measure of benefits, namely annual-
ized payouts, we find that median amounts for the
disability-affected are slightly higher than amounts for
other beneficiaries. This small excess is the result of a
number of offsetting factors:

1. Old-age benefits are reduced for early retirement;
there are no comparable reductions for disability
benefits.

2. Wage-indexing for disability benefits usually stops
before a person reaches age 60, which serves to
reduce benefits of the disability-affected relative to
the benefits of other beneficiaries.

3. The average relative earnings of disabled-worker
beneficiaries over their computation periods
appear to be less than those of retired-worker ben-
eficiaries over their longer computation periods.
For both benefit types, earnings are measured
relative to SSA average annual wages. This lower
amount of earnings for disabled workers reduces
annualized payouts of the disability-affected
relative to the payouts of other beneficiaries,
even if both types of benefits were indexed in the
same way.

Annualized payouts for the disability-affected are a
bit larger than payouts for other beneficiaries for both
women and men, with no appreciable differences by
sex in payout amounts.

Concluding Remarks

Our results provide substantial empirical evidence
on Social Security benefits as a retirement resource
for select subgroups of near-retirees, namely race/
ethnic subgroups, immigrants and the native-born,
and disability-status subgroups. It is important to
study how particular subgroups fare, especially if they
are considered economically vulnerable and/or may
be subject to program changes. A major strength of
the results lies in their being based on mostly actual
earnings histories, an advantage shared by very few
studies on the subject.

Some of our results for near-retirees may be unsur-
prising. For example, we report that among race/ethnic
subgroups, because of their higher indexed taxable
earnings, whites receive the highest amounts of SSW
and annualized payouts. Taxable earnings replacement
rates, on the other hand, are the lowest for whites and
higher for minority race/ethnic subgroups, which is
due to the progressivity of the Social Security benefit
formula. Immigrants of all race/ethnic subgroups, on
average, receive lower SSW and annualized payouts

than the native-born as a whole primarily because of
their lower indexed taxable earnings. Our disability-
affected near-retirees, as defined in this article, receive
considerably less in median amounts of SSW than
other beneficiaries because of markedly shorter lives
and the fact that we consider Social Security benefits
only if received after age 61.

We are also able to point to other interesting find-
ings from our study of these subgroups. For example,
over time Hispanics have very slow growth in SSW
compared with that of the other race/ethnic subgroups.
A key underlying variable is the growth in earn-
ings. Median indexed taxable earnings increases are
considerably smaller for Hispanics than for the other
three race/ethnic subgroups. For immigrants, the
taxable earnings replacement rate is not a very good
measure of how effective Social Security is in replac-
ing average career total earnings; this is especially
so for Asians whose indexed taxable earnings are
particularly low relative to their indexed less-censored
earnings (our proxy for indexed total earnings). This is
in considerable part because Asians have the highest
average age at entry into the United States. Age at
entry into the country is an important variable. Immi-
grants who enter before age 23 have benefits similar to
those of the native-born.

Under Social Security law, a person’s benefits do
not depend on his or her race, ethnicity, nativity, or
sex. That notwithstanding, this article has highlighted
the fact that substantial differences in earnings levels
and/or mortality levels by these characteristics pro-
duce sizable differences in Social Security benefit
levels among these subgroups of near-retirees.
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I SSA (2006).

2 Bridges and Choudhury (2007a) examine the distribu-
tion of benefits among type of benefit subgroups, namely,
worker, spouse, and survivor beneficiaries.

3 According to SSA (2006), 2004 poverty rates for
persons aged 65 or older are much higher for blacks
(23.5 percent) and Hispanics (18.7 percent) than for whites
(8.3 percent).

4 See Bridges and Choudhury (2005, 2007b) for more
information on previous work.
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5 We use MINT3 data files created in April 2003.

¢ The administrative records contain amounts of annual
taxable earnings beginning with 1951.

7 Two key economic assumptions of trustees reports are
those with regard to inflation and the growth of average
earnings. The Board of Trustees (2002) report uses actual
historical data on average wages through calendar year
2000 and on consumer price levels through early 2002.

8 In our benefit calculations, earnings after age 61 can
affect benefit amounts.

? To some extent the incomes of the members of a couple
are a product of joint decision-making.

12 Given the content of the MINT data file, the sharing
of benefit income within a larger unit, such as the family,
could not be considered.

" Through the price index of January 1, 2002, the price
index for January 1 of a given year is the average of the
published price index for January of that year and the
published price index for December of the previous year.
For years after 2002, the price index value for January 1 of
a given year is the average of the projected price index for
that year and the projected price index for the previous year.

12 From the perspective of Social Security beneficiaries,
the trust fund interest rate can be viewed as a proxy for a
U.S. government bond rate series because the trust fund
interest rate is based on marketable Treasury obligations.
From the perspective of the Social Security program, the
trust fund interest rate is the rate at which the trust fund is
able to transform funds over time.

One can argue for using an interest rate lower or higher
than the trust fund rate. Using a lower or higher interest rate
would of course change the levels of the estimated SSW
for subgroups, but within a cohort this would be expected
to usually leave unchanged the rankings of the subgroups
in terms of the size of SSW; for example, SSW of whites is
greater than that of blacks.

13 As stated above, we calculate SSW using realized
longevity, that is, using actual or projected date of death.
Sometimes SSW is calculated using forward-looking
survival probabilities, for example, looking forward from
age 62. For individual persons, these two approaches can
produce quite different estimates of SSW. However, for
subgroup averages (for example, median SSW for blacks)
the results of the two approaches are much less different.

4 The number of potential benefit years equals 0 for
persons who die in the year they reach age 62, equals 1 for
persons who die in the year they reach age 63, and so on.

15 For the year of a person’s death, the MINT benefit
calculator does not credit the person with any individual or
shared benefits. For example, in the case of a beneficiary
who dies in July 2000, the MINT calculator does not credit
the person with any benefits for calendar year 2000. For
the year the person begins to receive benefits, the benefit

calculator credits the person with 12 months of benefits
unless that is the year in which the person dies.

16 A similar measure is used in Smith, Toder, and Iams
(2003/2004). See their “Overall Approach” section. One
could develop alternative measures of such annual support.

17 The cohort or cohort subgroup with greater average
longevity than another such group can be said to have
additional potential benefit years—most of which will also
be years in which the beneficiaries receive real annual
benefits that are at least as large as those received in their
earlier years. These additional benefits result in additional
SSW. To compute annualized payout of this longer-lived
group, its greater SSW is spread over a larger number of
potential benefit years. Thus, increased longevity usually
causes a smaller percentage increase in annualized payout
than in SSW.

'® The proportion of all workers (of any age) in cov-
ered employment with covered earnings at or above the
legislated taxable maximums was 6 percent during the
1983—1989 period and 56 percent during the 1990s. Corre-
sponding figures for the 1951-1978 and 1979-1982 periods
were 15-36 percent and 7-10 percent, respectively.

% For each year of the 1951-1977 period, the MINT
model uses information from SSA administrative records
on the quarter in which the person’s earnings reached
the legislated taxable maximum to assign a person to a
covered-earnings interval. Means for each interval were
derived from the earnings data collected by the Census
Bureau’s CPS. Each person is assigned the mean earnings
for their interval.

For the 1978—1989 period, the administrative records do
not contain information on the quarter in which an indi-
vidual’s earnings reached the legislated taxable maximum.
For this later period, covered earnings above the legislated
taxable maximum were set at the CPS average of earnings
above the legislated taxable maximum for each year.

See Butrica and others (2001) for additional information
on the MINT estimation method for less-censored earn-
ings. MINT modelers coined the phrase “less-censored
earnings.”

20 Because the numerator of the replacement rate, annual-
ized payout, is expressed in January 1, 2002, dollars, we
need to express the denominator of the replacement rate,
indexed taxable earnings, in January 1, 2002, dollars.

P,,., is the Consumer Price Index (CPI) as of January 1,
2002, and P_ is the CPI as of January 1 of year T (the year
the person reaches age 62). AE, is average wage-indexed
shared taxable earnings, indexed to the average wage level
prevailing as of January 1 of year T, and TX-EARN is

indexed taxable earnings in January 1, 2002, dollars.
TX-EARN = (P, .,/ P) AE,

2l As stated earlier, earnings after age 61 can affect our
calculated benefit amounts.
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22 SSW is evaluated as of January 1 of the year the
person reaches age 62. Annualized payout, the numerator of
our replacement rates, is derived from SSW. Thus, we want
to wage-index less-censored earnings—the denominator of
the less-censored earnings replacement rate—to the wage
level at the beginning of the year the person reaches age 62.
Making the timing of its numerator and denominator con-
sistent makes the less-censored earnings replacement rate a
better measure of the adequacy of Social Security benefits.
We chose to wage-index taxable earnings to the same date
as that used for wage-indexing less-censored earnings.

2 For purposes of determining retired-worker benefits,
the worker’s AIME is determined as follows. Annual tax-
able earnings through age 60 are indexed, using the average
wage series, to wage levels of the year the worker reaches
age 60; annual earnings after age 60 are not wage-indexed.
The sum of the 35 highest annual earnings amounts is
divided by 420 (35 x 12) to get the AIME. For disabled
workers, the calculation of AIME usually employs a shorter
computation period (less than 35 years). Given that we use
a shared benefit measure, annualized payout, we needed a
shared earnings measure. For various conceptual and data
reasons, we could not compute a shared AIME measure.

24 Persons are projected to enter the MINT sample by
means of immigration in the years after the end of the SIPP
interviews. A hot-deck imputation procedure is used for
this purpose.

% Some 66—68 percent of Asians and 30—34 percent of
Hispanics enter the United States after the year they reach
age 22; the comparable figures for whites and blacks are

2-3 percent and 45 percent, respectively.

26 There is considerable evidence that, other things being
equal, mortality rates for Hispanics are lower than those for
non-Hispanic whites (Franzini, Ribble, and Keddie 2001,
Liao and others 1998). Thus the MINT-based estimates
of Hispanic longevity and SSW are likely to be too low.
There is some evidence that mortality rates for Asians,
other things being equal, may be lower than those for non-
Hispanic whites (Rogers and others 1996).

27 Haveman and others (2006), Wolff (2002), and Liu and
Rettenmaier (2003) are three recent studies that present
some estimates of SSW by race/ethnic subgroups. Their
data sets differ from each other and from our data set. The
focus of each of these studies is rather different from the
focus of our study. Each study uses only two race/ethnic
subgroups.

Haveman and others (2006) use samples from the New
Beneficiary Survey and from the Health and Retirement
Study to examine the overall retirement income adequacy
of persons who retired in the early 1980s and in the mid-
1990s. One of their findings is that the average SSW of
whites exceeds that of nonwhites.

Wolff (2002) uses samples from three Surveys of
Consumer Finances to estimate the overall retirement

income adequacy of persons aged 59—64 in 1983, 1989,

and 1998. One of his findings is that the average SSW of
non-Hispanic whites exceeds that of the combined group of
blacks and Hispanics.

Liu and Rettenmaier (2003) use a set of hypothetical
workers in their study of the money’s worth of Social
Security for workers born from 1935 through 1980. One of
their findings is that the average SSW of whites exceeds
that of blacks.

We see that the findings of these three studies are gener-
ally consistent with ours.

% The preceding general patterns also hold for each

sex; for example, among women and among men. SSW is
highest for whites. The tables in this section do not present
data on benefit measures by sex. In addition, we find that
for each race/ethnic subgroup, SSW is greater for women
than for men because (1) women have many more years of
benefit receipt, and (2) we use a shared concept of wealth.
We also find that the ratio of SSW of women to that of men
is highest for Hispanics.

2 Our tables somewhat overstate the growth rates
for SSW, annualized payouts, indexed taxable earnings,
and indexed less-censored earnings. This overstatement
resulted because we use projections of the SSA annual
average wage series from the 2002 Trustees Report, which
overstated the growth of this series over the 2000-2004
period.

30'We find that these general patterns hold for both
women and men. For race/ethnic subgroups, we find that
the annualized payouts of women and men are similar.

3! The replacement rate measures are modestly sensitive
to how earnings are averaged for persons who are disabled-
worker beneficiaries. Under OASDI law for disabled-worker
beneficiaries, the year they become disabled and later
years are usually disregarded in determining the AIME. In
determining indexed taxable earnings (and indexed less-
censored earnings), we include such years if they are earlier
than the year the worker attains age 62. Many of the near-
retirees who receive disability benefits start receiving them
before reaching age 62. For our near-retirees, the median
age of first receipt of disability benefits is 57 or 58. Approx-
imately 15 percent of Social Security taxpayers receive
shared disability benefits. Including such post-disability
years in the computation of indexed taxable earnings and
indexed less-censored earnings for disability beneficiaries
causes modest increases in taxable earnings replacement
rates and less-censored earnings replacement rates for the
race/ethnic subgroups and for immigrant-status subgroups.

32 The impact of the lack of precision of mortality projec-
tions on estimates of taxable earnings replacement rates
and less-censored earnings replacement rates should be
relatively small for Hispanics and Asians aged 65 or older.
This is because in estimates of the annualized payouts
(the numerators of the replacement rates), the errors in
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SSW should be largely offset by errors in the numbers of
potential benefit years.

33 We find that taxable earnings replacement rates for
whites, blacks, and Hispanics are considerably higher for
women than for men.

3% For beneficiaries only (those with positive SSW),
replacement rates are lowest for whites, and those of the
other subgroups are 110—133 percent of those for whites.

33 The overstatement of the 2000-2004 growth of the
average annual wage (referred to in note 29) should have
only small effects on our estimates of median taxable earn-
ings replacement rates and less-censored earnings replace-
ment rates. This overstatement of wage growth causes
offsetting overstatements of the numerator and denomina-
tors of our replacement rates.

3¢ For beneficiaries only, earnings replacement rates
of Asians are 85-94 percent of those for whites; those of
blacks and Hispanics are higher at 123—135 percent and
116—123 percent of those for whites.

37 We find that the general patterns of race/ethnic differ-
ences in less-censored earnings replacement rates also hold
for each sex. For example, among women and men, less-
censored earnings replacement rates are lowest for Asians
and second lowest for whites.

% An analysis that deals with immigrants and Social
Security in a somewhat different way is Cohen and Iams
(2007).

% A hot-deck imputation procedure is used in selecting
post-interview immigrants from a donor pool of immi-
grants from the SIPP sample. The imputation is done so as
to approximate estimated control totals of immigrants by
time period, sex, age at immigration, and source region.
The records of the selected donors are then updated to the
year of projected immigration. All imputed immigrants
enter the United States as adults. Berk and Smith (2003)
believe their immigrant projections could contain consider-
able error.

40 The SIPP panels contain to an unknown degree,
undocumented or illegal immigrants; the SIPP interviewers
do not attempt to determine the legal status of immigrants.
We believe that our sample of immigrant near-retirees does
not contain more than a small number of undocumented
immigrants. The SIPP coverage rate for the undocumented
is probably quite low relative to those of legal immigrants
and of the native-born. The estimated control totals for
immigrant imputations do not include the undocumented.
For our analysis, MINT’s treatment of the undocumented
causes very little problem; most of the undocumented enter
the United States before age 35, and most of them stay in
the country less than 10 years. See the discussion in Duleep
and Dowhan (2008).

4 Gustman and Steinmeier (1998) use the Health and
Retirement Study sample to examine Social Security’s
treatment of natives and immigrants born from 1931

through 1941. One of their findings is that the average SSW
of the native-born exceeds that of immigrants.

2 There is some evidence that, other things including
race/ethnicity being the same, mortality rates may be lower
for immigrants than for the native-born; for example, see
Rogers and others (1996).

# For the small minority of immigrants whose benefits
are based on totalization agreements, their benefits are not
computed under the usual OASDI rules. In 2004, about
100,000 immigrants, emigrants, and others received some
U.S. OASDI benefits under totalization agreements.

4 Blacks account for only 5—6 percent of immigrants.

4 Gustman and Steinmeier (1998) find that the average
SSW of immigrants generally is lower the later the year of
immigration.

46 For beneficiaries only (those with positive SSW),
median SSW and median indexed taxable earnings also
generally decrease as age at entry increases.

47 For beneficiaries only, median taxable earnings
replacement rates for immigrants for the 1993, 1998, and
2003 cohorts are 5 percent, 14 percent, and 20 percent
higher than those for the native-born.

8 Gustman and Steinmeier (1998) also find that immi-
grants have relatively high replacement rates for taxable
earnings.

# The number of legal permanent residents of the United
States who leave the country to reside elsewhere is about
25 percent as many as the number admitted each year with
legal permanent resident status. Many immigrants enter the
United States at young ages, work in covered jobs while in
the country, but leave after fairly short times, often earning
no rights to later benefits, or never filing to receive benefits
for which they might have become entitled. This behavior
of immigrants also tends to offset the effect on the trust
fund balance of the relatively “good deal” that immigrant
beneficiaries get because of the progressivity of the benefit
formula.

%% For beneficiaries only, median less-censored earnings
replacement rates for immigrants are 2—12 percent lower.

St Weaver (1997) presents estimates of average benefit
amounts by type of benefit. In defining benefit types, he
treats dual beneficiaries as auxiliary beneficiaries, as we do.
However, his estimates are for individual benefits and are
thus not comparable to our estimates of shared benefits.

52 The person’s and spouse’s longest-held benefit types
are for the same time period, namely, the period that starts
with the year the person reaches age 62 and ends with the
person’s death.

3 The spouses of these disabled workers have the fol-
lowing longest—held benefit types: (a) disabled-worker only
(5-7 percent of the disability-affected), (b) retired-worker
only (18—23 percent of the disability-affected), (c) spouse
(14—15 percent of the disability-affected), and (d) no benefit
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type; either there is no spouse or the spouse received no
benefits (23-25 percent of the disability-affected). For more
than 99 percent of the persons in category (b) the person’s
number of years of receiving disabled-worker-only benefits
is greater than or equal to the spouse’s number of years

of receiving retired-worker-only benefits. In other words,
almost all the persons in category (b) are persons for whom
disability benefits constitute a major part of the person’s
shared benefits.

54 Persons who are spouse beneficiaries account for
11-15 percent of the disability-affected; survivor beneficia-
ries account for 11-13 percent. Survivor beneficiaries whose
benefits are based on the earnings of a disabled worker
are not classified as disability-affected in cases in which
the disabled worker dies before the survivor beneficiary
reaches age 62; survivor beneficiaries who are classified as
disability-affected outnumber such cases about 10 to 1.

55 This article’s definition of the disability-affected
differs from the definition of disabled in Bridges and
Choudhury (2007a).

36 See note 31.

7 For whites, blacks, and Hispanics, SSW of the
disability-affected is considerably less than that of other
beneficiaries. The tables in this section do not present data
on benefit measures by race and ethnicity.

8 Again, as with those not affected by disability, SSW
for the disability-affected is larger for whites than for the
group of minorities in part because whites have higher
average number of years of benefit receipt.

¥ Among nondisabled persons with disabled spouses,
median SSW of retired-worker beneficiaries is a bit lower
than that of auxiliary beneficiaries. These retired-worker
beneficiaries have only 81-84 percent as many years of
benefit receipt.

% For whites, blacks, and Hispanics, these amounts
for the disability-affected are higher by 4—11 percent,
7-12 percent, and 15-20 percent, respectively.

" Under Social Security law, the determination of AIME
computation periods for disabled-worker benefits differs
from that for retired-worker benefits. In our calculations
of average relative individual taxable earnings of disabled-
and retired-worker beneficiaries, we approximate compu-
tation periods as follows. For both types of benefits, our
computation period starts with 1951 or the year the person
reaches age 22, whichever comes later. For retired-worker
benefits, the period ends with the year the person reaches
age 61. For disabled-worker benefits, the computation
period ends with the year before the year of first receipt of
disability benefits.

2 This measure (average relative individual taxable earn-
ings) is not used anywhere else in this article.

6 Disabled workers who survive to age 61 have higher
average earnings than those who die before age 61.

 Among the disability-affected, race/ethnic differences
in median annualized payouts are a bit larger than are dif-
ferences by sex. For both the disability-affected and other
beneficiaries, annualized payouts of blacks and Hispanics
are less than those of whites.

6 Among nondisabled persons with disabled spouses, the
median annualized payouts of retired-worker beneficiaries
are a bit higher than those of auxiliary beneficiaries.
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ELDERLY POVERTY AND SUPPLEMENTAL SECURITY INCOME

by Joyce Nicholas and Michael Wiseman*

In the United States, poverty is generally assessed on the basis of income, as reported in the Current Population
Survey’s (CPS’s) Annual Social and Economic Supplement (ASEC), using an official poverty standard established
in the 1960s. The prevalence of receipt of means-tested transfers is underreported in the CPS, with uncertain
consequences for the measurement of poverty rates by both the official standard and by using alternative “rela-
tive” measures linked to the contemporaneous income distribution. The article reports results estimating the
prevalence of poverty in 2002. We complete this effort by using a version of the 2003 CPS/ASEC for which a
substantial majority (76 percent) of respondents have individual records matching administrative data from the
Social Security Administration on earnings and receipt of income from the Old-Age, Survivors, and Disability
Insurance and Supplemental Security Income (SSI) programs. Adjustment of the CPS income data with adminis-
trative data substantially improves coverage of SSI receipt. The consequence for general poverty is sensitive to
the merge procedures employed, but under both sets of merge procedures considered, the estimated poverty rate
among all elderly persons and among elderly SSI recipients is substantially less than rates estimated using the
unadjusted CPS. The effect of the administrative adjustment is less significant for perception of relative poverty
than for absolute poverty. We emphasize the effect of these adjustments on perception of poverty among the

elderly in general and elderly SSI recipients in particular.

Introduction

The decline in the elderly poverty rate is often cited
as a major accomplishment of national poverty policy.
From 1966 through 2006, the official poverty rate

for persons 65 or older declined from 28.5 percent to
9.4 percent. In 1966, elderly poverty exceeded that

of adults aged 18—65 by 18 percentage points. By
1993, parity with the poverty rate of other adults was
achieved, and since that year, the elderly poverty rate
has generally been over a percentage-point lower than
that registered for adults of “working age” (DeNevas-
Walt, Proctor, and Smith 2007, 50).

Supplemental Security Income (SSI)—the
nation’s safety net for the aged, blind, and dis-
abled—presumably played some role in this decline
and serves to ameliorate the consequences of poverty
for those who remain poor. However, assessing the
contribution of SSI payments to the reduction of
elderly poverty raises three issues. First, receipt of
SSI is significantly underreported, so any evaluation
using standard sources—notably the Current Popula-
tion Survey’s (CPS’s) Annual Social and Economic

Supplement (ASEC)—is likely unreliable (Roemer
2000; Weinberg 2006). Second, the federal SSI pay-
ment is not alone sufficient to move recipients out
of poverty, so the SSI effect, if present, must occur
in combination with other family resources. Third,
as is widely appreciated, the poverty standard itself
is controversial, and its modest empirical basis is
outdated (Citro and Michael 1995; Weinberg 2006;
Blank 2008).

This article addresses these measurement, con-
text, and standards issues. On the measurement side,
we investigate the consequences for perception of

Selected Abbreviations

ASEC Annual Social and Economic Supplement
CPS Current Population Survey

DER Detailed Earnings Record

DI Disability Insurance

FBR federal benefit rate
FICA Federal Insurance Contributions Act

* Joyce Nicholas is a social science research analyst in the Office of Program Development and Research within the Office of Retirement
and Disability Policy, Social Security Administration. Michael Wiseman is a professor at George Washington University.
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Selected Abbreviations— Continued

MEF Master Earnings File

NRC National Research Council

OASDI  Old-Age, Survivors, and Disability
Insurance

PHUS Payment History Update System

SECA Self-Employment Contributions Act

SER Summary Earnings Record

SGA substantial gainful activity

SIPP Survey of Income and Program
Participation

SSA Social Security Administration

SSI Supplemental Security Income

SSN Social Security number

SSR Supplemental Security Record

poverty among the elderly of using administrative
information from the Social Security Administration
(SSA) on earnings and income from the Old-Age,
Survivors, and Disability Insurance (OASDI) and SSI
programs to adjust CPS/ASEC data for underreport-
ing. We consider the consequence of adjustment of
income for all family members, not the elderly alone.
On the standards side, we compare results using the
official “absolute” poverty measure that is based on

a threshold fixed in real terms with outcomes when
poverty is assessed using a “relative” measure, that is,
with reference to the general income distribution. Our
investigation is limited to the 2003 CPS/ASEC (cover-
ing incomes in calendar year 2002); it is our intention
to create a template for duplication of this analysis for
subsequent years in a companion article.

This work is informed by a substantial amount of
earlier work by SSA analysts on procedures for merg-
ing administrative and survey data and for using the
resulting hybrids to study the prevalence of poverty
and dependence on OASDI and SSI benefits (see,
for example, Sears and Rupp (2003); Koenig (2003);
Koenig and Rupp (2004); and Fisher (2005)). We
also refer to the labor economics literature on use of
administrative data versus survey-derived informa-
tion in analysis of earnings (Pedace and Bates 2000;
Bound, Brown, and Mathiowetz 2001; Abowd and
Stinson 2005; Dahl, DeLeire, and Schwabish 2008)
and on the burgeoning Census Bureau (2007) work on
the consequences of using alternative resource mea-
sures and poverty standards.

Combining census and administrative data is not
simple, and results are sensitive to several impor-
tant decisions concerning where credence should
rest. The credence issue is particularly important
in working with earnings data; our approach is
to develop two adjusted measures of income, one
largely restricted to administrative amounts and the
other more inclusive of survey responses. Reality, we
argue, probably lies somewhere between the two. We
find that incorporation of administrative data under
both the restrictive and inclusive adjustment proce-
dures has substantial consequences for perception of
the prevalence of poverty by either absolute or rela-
tive standards. Our adjustments reduce the estimated
aggregate official poverty rate in 2002 for all persons
from 12.1 percent to 9.3—11.8 percent; the estimated
poverty rate among elderly SSI recipients is reduced
from 48 percent to 38.6-39.9 percent. Estimated
relative poverty among SSI recipients also declines,
but the effect of our adjustments on inferences about
the relative poverty of the elderly is less significant
than the effect on the official poverty measure. We
argue these results present a challenge to those who
would rely on unadjusted data for inferences about
the prevalence of poverty or program take-up. We
suggest that further experimentation with combin-
ing administrative data with CPS data be given high
priority. Such investigations should cover more years
and incorporate administrative data on other sources
of income.

To reach these conclusions, we take the follow-
ing route. The next section presents a brief overview
of the SSI program. The CPS and pertinent SSA
administrative data are then reviewed. For a variety of
reasons including their own choice, not all persons in
households interviewed for the CPS can be matched
to SSA administrative records. Next, we discuss
procedures for data preparation and the prevalence of
successful match. Our strategy for merging the CPS
and administrative data is then outlined. We discuss
three alternatives for handling the shortfall of our
incomplete match. The section that follows reports the
consequences for estimating the prevalence of pov-
erty in 2002 and of incorporating administrative data
using the official poverty standard. The effect of our
adjustments on estimates of the total population of SSI
recipients is also discussed in this section. We then
repeat the analysis using a relative poverty measure.
The last section presents our conclusions and sugges-
tions for future research.
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SSI: An Overview

Although our focus is on the elderly, we include rules
pertinent to children and nonelderly adults because
our data adjustments involve all persons. In general,
the data we cite are for 2002, the focal year for our
subsequent calculations.

The SSI program provides a basic monthly national
income guarantee, called the federal benefit rate
(FBR) to children and adults with disabilities (includ-
ing the blind) as well as to persons aged 65 or older.
The FBR is adjusted annually for inflation. In 2002,
the FBR was $545 per month (86,540 per year) for
a single individual and $817 ($9,804 per year) for a
couple (SSA 2003). SSI is intended to be a program of
last resort. Accordingly, payments are reduced if an
individual or a couple has earnings or other income
or receives “in-kind support and maintenance” (ISM),
and the amount depends as well on a person’s living
arrangement. In all states' except one, the federal SSI
payment is augmented for at least some SSI recipients
by a state supplemental payment (SSA 2004). In most
states, SSI recipients are also immediately eligible
for Medicaid, and if they live alone they are categori-
cally eligible for food stamps (except in California,
where the food stamp benefit is incorporated into the
state supplement).

To be eligible, SSI nonelderly (younger than age 65)
applicants must pass a disability test. Both elderly and
nonelderly individuals must meet the same income and
resource requirements.

For persons aged 18 or older, financial eligibil-
ity requires that countable income (whether from
work or other sources) be less than the current FBR
plus, where available, any state supplement. Certain
income exclusions are applied to the calculation of
net income. SSI program rules exclude the first $20 of
income from all sources, $65 of earned income (for a
total exclusion from earnings of $85 if the applicant
or recipient does not have any unearned income), and
half of any additional earnings beyond $65. The FBR
is reduced by one-third for applicants or recipients
receiving food and shelter—ISM—in another’s house-
hold and not contributing to those expenses. Generally,
resources cannot exceed $2,000 for an individual and
$3,000 for a couple, but one’s home and automobile as
well as certain other resources are not counted.

As for children less than 18 years of age, the finan-
cial eligibility requirements generally pertain to the
parents, whose income from sources other than public
assistance is partially deemed to the child. Before

any income is deemed to the child recipient, certain
exclusions are applied to account for needs of other
family members. The disability test for children is that
the child must have a medically determinable impair-
ment (or a combination of impairments) resulting in
“marked and severe functional limitations.”

For persons aged 65 or older, only the financial
test for SSI eligibility applies. The disability test for
nonelderly adults is the same test used for Social
Security Disability Insurance (DI) and is quite strin-
gent. It requires that the applicant be either blind or
have a physical or mental impairment that prevents
him or her from engaging in any substantial gainful
activity (SGA) and that has lasted or is expected to
last for a continuous period of at least 12 months or
to result in death. SGA is generally defined in terms
of specific earnings thresholds. In 2002 the SGA
standard was $780 or more per month, so applicants
judged capable of earning this much anywhere in the
economy were ineligible for SSI. The threshold of
SGA is automatically adjusted each year for changes
in the average wage.

Once eligibility is established, the monthly SSI
payment is simply the FBR (plus the applicable state
supplement), less any countable income. Because
eligibility is not determined by total household or even
family income, a substantial number of SSI recipients
living with persons other than their spouse are not
poor, although by official standards anyone living on
the FBR alone is. In 2002, the official poverty stan-
dard was $9,359 for a nonelderly single person and
$8,628 if aged 65 or older; the standard was $12,047
for a couple (again, nonelderly) and $10,874 if the
“householder” was aged 65 or older. The annualized
FBR—3$6,450 per year for a single individual and
$9,804 per year for a couple—was therefore less than
even the poverty standard applied to elderly persons.
Despite this shortfall, it is possible for SSI payments,
when considered in combination with the income of
other family members, to lift persons, including the
elderly, out of poverty as officially measured. For oth-
ers, SSI fills at least a portion of the shortfall between
income and the poverty threshold and moves them
upward in the general income distribution.

The FBR is indexed so that the benefit stays con-
stant in real terms.> However, the assets limits and
various income exclusions were fixed in nominal
terms before the interval studied here and hence
declined in real terms by 25 percent from 1993
through 2002. This has presumably reduced access
to SSI.
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The Data

We work with 2002 data from the 2003 CPS/ASEC
and contemporaneous administrative files.

The CPS

The CPS is a monthly survey of approximately 60,000
households conducted by the Census Bureau and the
Bureau of Labor Statistics.® This survey is the main
source of information about employment character-
istics of the civilian noninstitutionalized American
population. The Bureau of Labor Statistics gathers
information about the employment status of each
member of an interviewed household, who is at least
15 years of age. The CPS provides household, family,
and person-level data about employment, unemploy-
ment, earnings, hours of work, and other indicators.
Additional data are collected in the ASEC for CPS
households (and some others) on various family
characteristics in addition to income received in the
previous year (Census Bureau 2003).

The unweighted 2003 CPS/ASEC data set (cover-
ing income in calendar year 2002) consists of 216,424
person and 78,310 household observations. We exclude
564 children younger than 15 years of age who are
unrelated to the reference person for their household
or anyone else in the unit. This adjustment is required
because no income data are collected for such persons;
the same exclusion is applied by the Census Bureau
in its poverty calculations. The exclusion reduces the
sample to 215,860 members and the estimated size
of the sampled population by about 0.2 percent, to
285,317,346 persons.

To protect confidentiality, income data in the CPS
are subject to top- and bottom-coding. When reported
amounts exceed certain thresholds, the actual amounts
reported are replaced (top-coded) with average
reported amounts for the same item for all surveyed
persons with above-threshold amounts and identical (on
certain dimensions) demographic characteristics. Bot-
tom-coding occurs for losses from farm and nonfarm
self-employment income. When persons are known to
have received certain types of income but amounts are
not reported, the Census Bureau imputes the missing
amount using “hot-deck” methods. In this procedure,
missing values are imputed using the amounts reported
for a person with identical (on certain dimensions)
demographic characteristics encountered earlier in
the data adjustment process. It is possible for top- or
bottom-coded amounts to be used in such imputations,
depending on the data processing sequence.

SSA Administrative Files

Social Security’s administrative files of interest here
include records of individual earnings in employment
covered by the OASDI programs, OASDI benefits
paid, and payments made from the SSI program. The
data sources for these programs are the Summary
Earnings Record (SER) and the Detailed Earnings
Record (DER) for earnings, the Payment History
Update System (PHUS) for OASDI, and the Supple-
mental Security Record (SSR) for SSI.

Summary Earnings Record. These data are an
extract from SSA’s Master Earnings File (MEF). A
primary MEF record is created when a person receives
a Social Security number (SSN); thus every person in
the CPS/ASEC for whom an SSN match was success-
fully accomplished will have an SER.

Detailed Earnings Record. This type of record is an
extract from the MEF that includes data on total earn-
ings from all sources, including wages and salaries
and income from self-employment, which is subject
to Federal Insurance Contributions Act (FICA) and/or
Self-Employment Contributions Act (SECA) taxation.
DER coverage extends to all earnings reported by
employers on workers’ W-2 Forms, and the amounts
are not capped.* These data include deferred wages
such as contributions to 401(k) retirement plans.’
Because individuals do not make SECA contributions
if they lose money in self-employment, only positive
self-employment earnings are reported in the DER.
Our data are aggregated across all employers for

each individual and include wage and salary income,
income from self-employment, and deferred income.
The data aggregation was performed by SSA’s Office
of Research, Evaluation, and Statistics following a
protocol established by the agency.

Payment History Update System (PHUS). These
data record OASDI (or Social Security) benefits when
paid. PHUS data include both total benefit and the
amount of benefit subtracted for Medicare Part B
premiums. A key feature of the PHUS is that monthly
amounts recorded here represent actual payments,

not entitlement. Hence if a person begins entitlement
for a Social Security benefit in November 2001 but
does not actually receive a check for the amount until
February 2002, the payment will be recorded for 2002.
This corresponds to income received as reported in the
CPS/ASEC.

Supplemental Security Record. This record pro-
vides the information that is needed to calculate and
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distribute SSI payments. SSA typically creates an
SSR record when an individual files an SSI applica-
tion. Each person’s record includes eligibility and
payment information, as well as income information
about ineligible spouses and parents that is pertinent
to establishing and maintaining the individual’s
eligibility. SSR payments are recorded as disbursed.
The SSR includes state SSI supplements if SSA
makes the payment on the state’s behalf. Thirty-four
states, by 2002, had chosen to administer some or
all of the supplementation themselves (SSA 2004, 7).
Payments made in state-administered SSI supple-
ment programs are not included in the SSR. For the
most part, state supplements are small, and some

of the largest (California, Massachusetts, and New
York, for example) are federally administered (SSA
2004, 7). However, benefits in Alaska, Connecticut,
Wisconsin, Minnesota, and a few other states are
substantial and state administered. By far the largest
state-administered state supplement is Alaska’s. In
2002, that state added $362 to the FBR for singles
and $528 to the FBR for couples living independently
(SSA 2004, 13).

We do not have administrative data on
sources of income other than wages and salaries,
self-employment, OASDI, and SSI. For these other
categories of income we must rely on the CPS.

The Match

The data we employ are the result of collaboration
between SSA and the Census Bureau. The sources
employed in the CPS/administrative data match are
detailed in Appendix A.

The Procedure

CPS interviewers request SSNs for all persons aged 15
or older in each household in the address-based CPS
household sample. Interviewees are not required to
provide these data, but most do, or at least permit the
Census Bureau to search SSA’s administrative files
for it using names, birth dates, and addresses. SSNs
for persons younger than age 15 are all obtained by
searching administrative data. Once collected, the
CPS data are extensively reviewed and reorganized,
missing values are imputed, and potentially identifi-
able outlier income values are top- or bottom-coded.
Eventually a public-use data set is released that is the
source of most official Census Bureau publications,
including annual poverty estimates. The public-use
data set includes unique numeric identifiers con-
structed by the Census Bureau for each household,

and for each person within the household a unique
person identifier is included in the data set. These
identifiers relate to file structure only and convey no
information useful for determining the actual identity
of CPS respondents.

At the time of release of the public-use CPS data, a
special encrypted file is provided to SSA. This “cross-
walk” file provides the SSN for each person in the
CPS for whom an SSN has been reported, identified
by the household sequence number and person identi-
fier. At SSA, only one person has access to the cross-
walk file. This person then uses the SSNs to construct
SER, DER, PHUS, and SSR files for each person with
a corresponding household sequence number and
person identifier. Only the CPS identifiers are retained.
We employ these extracts for calendar year 2002
in the following analysis. On the CPS side, we are
working with the public-use CPS data sets available to
all researchers.

The Outcome

Table 1 provides the first tabulation of the extent of
match between the SER and our 2003 CPS/ASEC
data. The analysis is based on age at the time of

the March 2003 CPS/ASEC interview, so in some
instances a person’s age category will be one year
greater than their age during all or part of 2002, when
the earnings data are accumulated. Here and elsewhere
we report separate tabulations for children (persons
0-17 years old), “working-age” adults (18—64 years
old), the elderly (at least 65 years old), and various
combinations.

The unweighted 2003 CPS/SER overall observation
match rate is 76.5 percent.” We do not have data to
tell how much of the residual is attributable to failure
to report an SSN versus reporting an SSN for which
no records exist. In the material that follows, we
concentrate on adults (persons at least 18 years old).
For this group, the match rate is 71.6 percent. Matched
observations tend to have slightly lower weights than
unmatched ones, so the weighted match rate for adults
(persons aged 18 or older) is 68.3 percent.

The match rates reported in Table 1 are based only

on finding records in the SER with the same SSN

as is reported by a respondent in the CPS or derived
for children from administrative data. It is possible
that the match for some individuals is false because
of misreporting of the SSN in the CPS interview or
because of multiple users of the same SSN in the
SER. Some information on the quality of the match
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Table 1.
The CPS/SER match: 2003 CPS/ASEC, by age

group

Total CPS

Total CPS records with an
Age group ? records SER match| Percent
0-17° 66,016 57,763 87.5
18-64 129,460 93,472 722
At least 65 20,384 13,804 67.7
At least 18 149,844 107,276 71.6
All groups 215,860 165,039 76.5

SOURCE: Authors' calculations using 2003 CPS/ASEC data
matched to administrative records.

a. Age at time of CPS/ASEC interview.

b. Sample excludes children younger than age 15 who are
unrelated to others in their household. This exclusion is applied
in all CPS poverty tabulations.

is provided by comparing age as reported in the CPS
to age as computed from SSA records. To do this, we
limited our comparisons to those persons whose age at
the time of the interview, as recorded in the SER, was
74 or younger because the CPS top-codes age at 80.
The results (available from the authors) are consistent
with a good fit: Almost 99 percent of the adults in

our matched group have a CPS age that differs from
age recorded in SSA data by no more than a year.
Interestingly, the fit is asymmetric. Almost all of the
discrepancies are the result of a lower age report in the
CPS than in SSA’s data. We have also compared CPS
and SSA data by sex, and the discrepancy for all three
age groups is less than 1 percent. In the remainder of
the analysis, we accept the entire CPS/SER match as
valid, foregoing to another day the development of
procedures for identifying and excluding erroneous
matches (Herzog, Sheuren, and Winkler 2007).

The Merge

We turn now to procedures for merging the CPS data
with SSA administrative records. The term “adjusted
data” is used for any CPS-reported values that have
been replaced with administrative data. Alteration in
earnings records is discussed first, and then we detail
reports of OASDI and SSI receipt. Many conflicts
between income as reported in the CPS and recorded
in administrative data are found; particularly with
regard to components of earnings, there is little basis
for choosing between the two. Therefore, we created
“restrictive” and “inclusive” income-adjusted data
sets using different assumptions about the relationship

between reported earnings and self-employment
income in the CPS and administrative records. For this
procedural summary, unmatched CPS respondents

in the data set are retained, but later in the article we
report outcomes for a sample restricted to persons

in families with at least one person with a CPS/SER
match. The data is then reweighted to adjust for varia-
tion in match rates across types of individuals. The
CPS collects data on 17 types of income, from ali-
mony to veterans’ benefits to wages and salaries. Our
adjustments involve only earnings—wage and salary
and self-employment income. For all other sources the
CPS amounts, including imputations and top-coded
values, are retained.

The Strategy

The baseline for our calculations is income as reported
in the public-use CPS/ASEC. We distinguish between
our restrictive and inclusive assumptions at each step
in the material that follows. Our procedural protocol is
summarized in Appendix A. In general, the restrictive
assumption set gives credence to administrative data
when both administrative and CPS reports are avail-
able, and the inclusive assumption set gives credence
to CPS income reports when such reports exceed
amounts recorded in our administrative sources. Our
procedure incorporates three important choices: (1)
when we compare CPS data with income reported in
the DER, we generally work with total earnings—

the sum of wages and salaries and self-employment
income—rather than distinguish between wages and
salaries and income from self-employment; (2) we
work with the DER, but accept CPS earnings reports
in the absence of DER amounts; and (3) we rely wholly
on SSA administrative sources for income from
OASDI and SSI.

Aggregate Earnings. Roemer (2002, 12) argues that
people report as wages or salaries in the CPS (and the
Survey of Income and Program Participation (SIPP))
some income that is identified as “self-employment”
income by their employers. Table 2 reproduces
Roemer’s example for the 2003 CPS/ASEC and pres-
ents the average distribution for 1990, 1993, and 1996
combined, based on his data. All the data here are for
persons for whom a matched DER is available and
who have reported wage and salary in the CPS. As the
table indicates, Roemer, like us, finds substantial num-
bers of observations with wage and salary income in
the CPS, but no wage and salary or self-employment
income in the DER. He suggests these cases reflect
the “underground” economy, where income is not
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Table 2.

Number and percentage distribution of 2003 CPS/ASEC observations reporting wage and/or salary
earnings in 2002, by presence of wages or self-employment income in the DER

Average for 1991, 1994,

2003 CPS/ASEC 1997—March CPS ®

DER earnings record group Numberl Percent Percent

Wage and salary earnings reported in the DER; no self-

employment income reported. 66,582 89.2 89.5

Wage and salary earnings reported in the DER along with

self-employment income. 3,596 4.8 3.5

No DER wages and salary or self-employment present

("CPS underground"). 2,872 3.8 5.2

No DER wages and salary present, but self-employment

present ("CPS misclassification"). 1,591 21 1.8
Total 74,641 100.0 100.0

SOURCE: Authors' calculations using 2003 CPS/ASEC data matched to administrative records.
NOTES: Sample is comprised of adult 2003 CPS/ASEC observations with matching SER data and positive reported wage and salary or self-

employment income in the CPS.
a. From Roemer (2002, 12).

reported to the Internal Revenue Service. However, a
significant number of persons with wage and salary
income in the CPS have only self-employment income
in the DER. Roemer denotes these cases as “CPS
misclassification.” The prevalence of such cases is of
the same order of magnitude in both Roemer’s and
our data.

As indicated in Appendix A, we work around the
problem of misclassification by focusing on total
earnings as denoted by Roemer for relevant cases in
which no component of CPS self-employment income
has been imputed. Aside from such cases, the general
rule applied is that for the restrictive adjustment, the
DER self-employment income amount is used except
in cases in which the DER self-employment income
total is zero and the CPS indicates income loss. In
these cases the negative CPS amount is used. For our
inclusive alternative, CPS-reported income is used
when the reported amounts are greater than what is
recorded in the DER or, again, in cases of income loss
not contradicted by the DER.

The DER. Beyond possible confusion between
self-employment and wage and salary income, for
many individuals there is considerable discrepancy
between total earnings as reported in the DER and in
the CPS. Table 3 sorts the 107,276 CPS adults with
an SER match (see Table 1) on the basis of earnings

as reported in the DER. Nearly 3 percent (3,096) of
these adults had no matching DER record at all; we
treat their DER earnings as zero. For each of the 11
DER earnings categories, we compare the CPS report
for total earnings with what is recorded in the DER.
Several features of the data are important both for
our reconstruction of the income distribution and
interpretation of the results. First, a quarter of the
matched respondents—26,589—have no DER earn-
ings report at all. However, of this group a substantial
number (3,986; see the bottom line of data in Table 3)
have positive matching CPS records. Second, the four
earnings categories covering the range $1-$39,999
account for over half (55 percent) of these adults.
Within this range the overlap of the CPS and DER
earnings distributions is reasonably good, generally
with identical amounts reported in the CPS and the
DER for median workers in each DER category and
about half of all CPS reports falling within 25 percent
or more of the corresponding DER total. Nevertheless,
there is a lot of variance in the difference between the
CPS and DER totals. The lowest earnings categories
include significant numbers of self-employed persons
reporting income losses; for such cases the CPS value
is always lower than reported DER earnings. Despite
these income-loss cases, on average, reports of adults
with lower-range DER earnings have higher earnings
in the CPS than are indicated in the DER.
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Table 3.

Distribution of CPS earnings reports relative to DER values

Observations
with CPS
earnings Median Mean
values less DER/CPS difference| difference| Standard
Earnings than or equal | earnings ratio in DER-| in DER-| deviation| CPS value
distribution to 0 from .75 t0 1.25 CPS CPS of imputed

DER earnings Less| Equal earnings| earnings| difference
category ($) Number| Percent| than O]  to O] Number| Percent (%) (%) ($)| Number| Percent
Missing or zero® 26,589 24.8 193 22,410 ... ... 0 -3,561 18,132 3,143 11.8
1-9,999 19,704 18.4 128 4,212 5,338 271 0 -4,581 19,272 4,616 234
10,000-19,999 14,965 13.9 45 695 7,825 52.3 -179 -4,218 21,295 3,718 24.8
20,000-29,999 13,563 12.6 15 267 9,205 67.9 0 -2,893 23,989 3,079 22.7
30,000-39,999 10,580 9.9 5 143 7,688 72.7 160 -1,894 25,411 2,310 21.8
40,000—-49,999 6,860 6.4 8 76 5,110 74.5 521 -739 29,521 1,386 20.2
50,000-59,999 4,561 4.3 6 40 3,325 72.9 1,219 1,025 30,205 923 20.2
60,000-69,999 2,992 28 3 27 2,125 71.0 1,328 792 38,103 641 214
70,000-84,899 2,663 25 3 24 1,876 70.4 2,553 3,735 38,271 544 20.4
84,900-199,999 3,998 3.7 5 42 2,477 62.0 7,654 13,231 59,105 905 22.6
200,000 or more 801 0.7 0 6 185 23.1 100,724 153,881 403,502 241 30.1

Total 107,276  100.0 411 27,942 45,154 42.1 0 -1,125 45,364 21,506 20.0
Zero DER; ? CPS
greater than 0 3,986 3.7 -14,000 -23,755 41,396 1,677 421

SOURCE: Authors' calculations using 2003 CPS/ASEC data matched to administrative records.
NOTES: This table consists of unweighted adult CPS respondents with an SER match.

... = not applicable.

a. Includes adults with no DER match.

At earnings levels above $50,000 there is a rever-
sal of pattern. In this range the DER earnings totals
on average are higher than amounts reported in the
CPS, with the most dramatic differences occurring
at the highest levels. Interpretation of these outcomes
is complicated by the high incidence of imputations;
overall, one out of five of the matched adult observa-
tions has some element of earnings imputed. These
imputations add substantially to both the mean and
variance of the difference between CPS and DER
earnings reports.

Clearly more investigative work could be done, but
developing alternative imputation approaches for the
CPS is beyond the scope of this article. Instead, we fall
back to development of the two alternatives. For the
restrictive estimates, we distinguish between obser-
vations with zero and positive DER values. In cases
with a positive DER amount, we use the DER report
minus any self-employment income loss reported in
the CPS. For cases with an SER match and no DER

earnings (as well as all adults without a match), we opt
to accept the CPS amount. We do this largely on the
basis of suspicion that the CPS captures unreported
income and concern that disregarding the Census
Bureau report altogether is too restrictive in instances
in which evidence (from the CPS interview) exists that
work has occurred. Our inclusive estimate is gener-
ally the greater of the CPS and DER amounts unless
no earnings are reported in the DER, and the CPS
includes a self-employment income loss. For these
individuals the CPS value is employed. One implica-
tion is that our inclusive estimate includes some cases
in which a CPS imputation or top-coded amount is
used in place of a lesser DER value.?

Administrative Data on Benefits. For OASDI and
SSI, we rely on SSA administrative data for both our
restrictive and inclusive income adjustments. Incorpo-
ration of OASDI and SSI administrative data is com-
plicated by the absence of administrative information
on state-administered SSI supplements and evidence
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that CPS respondents sometimes confuse SSI pay-
ments with OASDI benefits. This confusion problem is
illustrated by the tabulation reported in Table 4.

We have 2,800 CPS/ASEC adult observations in
the CPS that are known from the SSR match to have
received SSI payments in 2002. Table 4 divides these
observations between those for whom SSI was also
reported in the CPS and those for whom the CPS
indicates no SSI receipt. Note the following: For
individuals reported to the CPS interviewer to be SSI
recipients, the average amount ($4,671) is quite similar
to the average amount recorded in the SSR ($4,592).
Moreover, the average SSI payment recorded in the
SSR is on the same order of magnitude for adults with
and without positive CPS SSI records. As would be
expected given that state-administered SSI supple-
ments are not captured by the SSR, the average benefit
reported in the CPS exceeds the average benefit
recorded in the SSR for the same adults.

The last two columns in Table 4 show average
OASDI amounts from the CPS and the PHUS for the
adults with a CPS/SSR match and positive benefit
values from the CPS and/or PHUS’s OASDI records.
In general the CPS totals are greater. As anticipated,
the differential between the CPS and the PHUS’s
OASDI reports is larger for people identified as SSI
recipients by the SSR, but for whom no SSI payments
are recorded in the CPS. However, the offset is not
complete. The average SSI p/us OASDI benefit for
those reporting SST and OASDI in the CPS is $4,671
+ $5,892 = $10,563. For those not reporting SSI (but
known to have received it), reported OASDI is sub-
stantially larger ($7,382 versus $5,892), but the amount
falls short of the combined SSI ($4,400) and OASDI

($5,431) averages ($9,831) from the administrative
data. Given state supplementation, the combined CPS
amount should exceed, not fall short of, this amount.

We have confirmed what was already well
known—receipt of SSI is substantially underreported
in the CPS.? It is possible that some CPS respondents
are confusing SSI with OASDI. It would be easy to
do so because both programs are administered by
SSA and individuals may apply for SSI and OASDI
benefits at the same office. Both programs fall under
the jurisdiction of SSA and may be easily confused. If
such confusion does in fact exist, we should expect to
see greater reported OASDI in the CPS among known
SSI recipients who fail to report SSI than is the case
for individuals who correctly report SSI receipt. We
do find this to be true. However, such evidence is not
definitive without additional control; it is possible that
underreporting of SSI increases with the size of one’s
Social Security entitlement, and hence those failing
to report SSI might be expected to have larger OASDI
income. Nevertheless, we conclude that both underre-
porting and misreporting are present in the data.!

Given the misreporting problem, our income adjust-
ment is focused on the combined SSI and OASDI pay-
ment. Again, we distinguish between individuals with
and without an SER match. For individuals without
an SER match, we utilize the sum of SSI and OASDI
amounts as reported in the CPS and accept positive-
reported SSI income as indeed indicating SSI receipt.
For persons with an SER match, the following rules
are applied to both our restrictive and inclusive calcu-
lations. In this case, we take SSA administrative data
from the PHUS and SSR as truth and make adjust-
ments only in instances in which state supplements are

Table 4.
Average reported SSI and OASDI benefits, by SSI reporting status: CPS/SSR matched adult sample, 2002
Observation SSlI OASDI
CPS SSI benefit category counts In CPS In SSR In CPS In PHUS
Number of positive values
Reports of positive SSI receipt 1,681 1,681 1,681 719 744
Reports of negative SSI receipt 1,119 0 1,119 658 531
Total 2,800 1,681 2,800 1,377 1,275
Average benefit values of
observations with positive values ($)
Reports of positive SSI receipt 1,681 4,671 4,592 5,892 5,039
Reports of negative SSI receipt 1,119 0 4,400 7,382 5,431

SOURCE: Authors' calculations using 2003 CPS/ASEC data matched to administrative records.
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not included in these sources. If the person resides in
a state with no universal state supplement or in which
the state supplement is federally administered, we
utilize the sum of the SSI amount reported in the SSR
and the OASDI amount reported in the PHUS. If there
is no SSR and/or PHUS match, SSI and/or OASDI are
recorded as zero. By “universal” we mean a supple-
ment paid to all or virtually all SSI recipients. This
adjustment applies to both the restrictive and inclusive
calculations. If the person resides in a state with a
universal state-administered SSI supplement, we again
utilize the sum of the SSI amount reported in the SSR
and the OASDI amount reported in the PHUS. To this
we add an estimate of the state-administered supple-
ment." The restrictive and inclusive estimates differ
only on the basis of the number of months out of the
year in which the person receives assistance; among
most persons with positive SSR SSI records, the
amounts are identical. Detail on federally and state-
administered SSI supplements and the imputation
procedures we follow appear in Appendix B.

The Outcome

Table 5 presents the outcome of these income adjust-
ments, differentiating observations by their CPS/

SER match status and whether their earnings or SSI/
OASDI totals were changed. The table has two panels,
one incorporating the restrictive adjustments and the
other incorporating the inclusive adjustments. To get
a sense of the total impact, it is necessary to sum the
individuals for whom total SSI and OASDI payments
were adjusted (the totals for rows 1 and 3) with the
individuals with earnings changes but no alteration in
SSI plus OASDI income (the amounts in the two earn-
ings alteration columns in row 2). Given restrictive
adjustments, this is 8,815 + 12,865 + 32,745 + 45,404
=99,829—46 percent of all persons in the CPS and

61 percent of all CPS/SER matched observations. The
inclusive calculation retains CPS values for earnings
and SSI/OASDI benefits more frequently; in this case
31 percent of all persons in the CPS and 41 percent

of all CPS/SER matched observations have incomes
adjusted. Clearly, under both approaches the incidence
of alteration is high, but because these numbers count
every adjustment, no matter how small, it is possible
that they do not matter much.'? The obvious question
is whether the size and distribution of these adjust-
ments have significant effect on our perception of
poverty for the elderly and for individuals and families
in general.

We now have two versions of the CPS/ASEC. The
first is the standard public-use sample, the basis for
national poverty statistics such as those cited at the
beginning of this article. The second is an adjusted
data set, containing the same individuals, households,
and families but with incomes adjusted using the
procedures outlined above to incorporate, where avail-
able, information from administrative files. For each
person we have two income figures, one computed
using the restrictive adjustments and the other using
the inclusive alternative. Because overall, 23.5 percent
of the individuals were not matched to administrative
data, the second version is an amalgam that contains
many respondents for whom only survey data are
available. To address this missing match problem,
we have experimented with creating a third version
based only on families and individuals for whom some
administrative match exists.

Adjusting for Unmatched Observations

The absence of a CPS/SER match can be treated as a
problem in unit nonresponse—as if failure to provide
an SSN that could be matched to the SER is equivalent
to refusing to cooperate with the survey at all (Leh-
tonen and Pahkinen 2004, 115). Adjustment of data for
nonresponse then requires some specification of the
circumstances that affect the likelihood of cooperation
(Groves and Couper 1998). The simplest assumption

is that such outcomes are a random phenomenon, and
each sampling unit shares a common probability &

of responding. The response rate for the survey then
provides an estimate @ of this common probability, and
population totals for various features of interest could
be obtained by multiplying the analysis weights for
respondents by a nonresponse adjustment factor, 1/6.
However, even the simplest tabulation (as in Table 1)
indicates that the match rate is not independent of
demographic characteristics. Hence without adjust-
ment, the subset of observations for which match is
achieved cannot be used to make inference about the
U.S. population as a whole.

We address this problem by reweighting our
matched sample in a manner that reflects the varying
propensity across interview units to provide SSNs or
the information required for SSA to find them. Both
poverty and income distribution statistics are based
on families and single individuals. Given that poverty
assessment requires family income for persons living
in families, it would be convenient if every individual
in a family had a successful SER match. In practice,
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this is not the case. In the 2003 CPS/ASEC, nearly

66 percent of persons lived in families in which every-
one was matched to the SER (“families” here include
single individuals living alone or with unrelated
persons), so slightly more than a third did not have a
successful SER match (these are unweighted counts).
However, only 14.2 percent of sample persons lived in
families in which no one was matched. This presents a
choice. We can focus on (a) those individuals who live
in families in which someone in the family is matched,
but not necessarily themselves; (b) those individuals
who themselves are matched, but this is not necessar-
ily true for all family members; or (c) those individuals
who live in families in which everyone, including
themselves, is matched. Unweighted sample counts for
each alternative are presented in Table 6. Criterion (a)
is obviously the least restrictive.

The difference between groups (a) and (b) is 20,245
persons for whom we have no SER match but who
live in families with others for whom we do. About
one-third are children, and 31 percent are the “refer-
ence” persons at the top of the survey register for the
household. The remainder are other adults, commonly
the reference person’s spouse. Given that children
are unlikely to be contributing to income, and the
remaining group of persons for whom we will be
forced to rely on Census income is small, for our third
CPS-based sample, we choose to work with group
(a)—those individuals who live in families in which
someone in the family is matched, but not necessarily
themselves.

Table 6.
Observation counts and match rates, by sample
restriction criteria, 2003 CPS/ASEC

Match criterion Count| Match rate (%)
Person observations in

original CPS sample 215,860 100.0
Person observations with at

least one family member with

matching SER record 185,284 85.8
Person observations with self

matched with SER record 165,039 76.5
Person observations with all

family members matched with

SER records 141,937 65.8

SOURCE: Authors' calculations using 2003 CPS/ASEC data
matched to administrative records.

Given this subsample restriction, we next compute
the parameters of a logistic regression for the log odds
of being matched in this sense for each of the 215,860
persons in our sample, as shown in Table 1 (Folsom
1991; lannacchione 1999). We estimate separate func-
tions for persons in each of the three age groups; all
three logits are reported in Appendix C. We use this
function to calculate 6, and an adjusted weight w./ Q
for each individual observation.

These calculations produce a third sample made
up of unrelated individuals with an SER match and
persons in families with at least one member with an
SER match, each with a propensity-adjusted weight
and both restrictive and inclusive income estimates.

The Results: Absolute Poverty and the
Prevalence of SSI Receipt

We begin by examining the consequence of these
income adjustments for estimated rates of poverty
using the poverty thresholds applied in Census Bureau
publications. As previously noted, for 2002 a single,
nonelderly adult living alone was considered poor if
his or her gross cash income after transfers but before
taxes for the year fell below $9,359; for a family of
four with two children, the reference amount was
$18,244 (Proctor and Dalaker 2003, 4). The standard
increases with family size and varies with composi-
tion. Elderly persons living alone or with spouses are
assumed to require about 10 percent less income than
nonelderly persons in the same circumstance.

Prevalence of “Official” Poverty

The results are shown in Table 7—which is divided
between (1) results for the total U.S. population as
covered by official poverty statistics, and (2) results
for SSI recipients, a subgroup of the total. For both
groups we present results (a) as published by the
Census Bureau, (b) based on our “intermediate” CPS
data that include income adjustments for persons for
whom an SER match was obtained, and (c) for our
“final” reweighted matched sample that is restricted
to persons living in families with at least one SER
match. Within each estimate group, we present results
for children ages 0—17, for adults aged 18—64, and for
adults aged 65 or older.

Tabulations 1(a) and 2(a) are based on the same CPS
data (n = 215,860) used by the Census Bureau to gener-
ate official poverty estimates. (Our estimates differ very
slightly from figures published by the Census Bureau
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because it uses data without top codes, and we use the
public-use sample, which is top-coded.) The official
measures appear for reference at the top of the columns
for both the restrictive and inclusive computations.

We are particularly interested in poverty rates for the
elderly and among SSI recipients. In the national data,
the poverty rates for working-age and elderly popula-
tions are 10.6 percent and 10.4 percent, respectively. As
anticipated, poverty rates for persons in all age groups
that are identified as SSI recipients are much higher
than rates estimated for the age groups as a whole.

Tabulations 1(b) and 2(b) report the results
of applying only our restrictive and inclusive
income-adjustment protocols. The entire CPS sample
is retained (n = 215,860), and CPS data are used for all
persons for whom a CPS/SER match was not achieved,
so the total sample size does not change from that
recorded for the CPS. Looking first at the data for all
persons, the effect of incorporating administrative
data is sensitive to the assumption set. The restrictive
adjustment decreases the estimated aggregate poverty
rate from 12.1 percent to 11.8 percent; the estimated

Table 7.

Poverty rates across age and SSI recipient groups, 2002: Before and after income adjustment using

administrative data

Restrictive Inclusive
Estimated] =~ Numberlivingl  Percentlivingl =~ Number living|  Percent living Number of
Age group population| below poverty below povertyj below povertyj below poverty| person records
1(a): U.S. population; estimates based on unadjusted CPS income data °
0-17 72,695,775 12,127,725 16.7 12,127,725 16.7 66,016
18-64 178,387,747 18,859,737 10.6 18,859,737 10.6 129,460
65 or older 34,233,824 3,576,169 10.4 3,576,169 10.4 20,384
Total 285,317,346 34,563,631 12.1 34,563,631 12.1 215,860
1(b): U.S. population; estimates based on adjusted CPS income data °
0-17 72,695,775 11,942,960 16.4 9,684,218 13.3 66,016
18-64 178,387,747 18,702,806 10.5 15,030,345 8.4 129,460
65 or older 34,233,824 3,111,542 9.1 3,043,279 8.9 20,384
Total 285,317,346 33,757,308 11.8 27,757,842 9.7 215,860
1(c): U.S. population with income adjustment, sample restriction, and reweighting d
0-17 72,451,591 11,832,495 16.3 9,453,838 13.0 62,682
18-64 172,660,884 18,192,264 10.5 13,616,602 7.9 108,038
65 or older 33,001,207 2,768,217 8.4 2,677,064 8.1 14,564
Total 278,113,682 32,792,976 11.8 25,747,504 9.3 185,284
2(a): SSI recipient population; estimates based on unadjusted CPS income data ©
0-17 364,804 132,151 36.2 132,151 36.2 323
18-64 3,595,948 1,577,196 43.9 1,577,196 43.9 2,534
65 or older 1,192,268 572,868 48.0 572,868 48.0 778
Total 5,153,020 2,282,215 44.3 2,282,215 44.3 3,635
2(b): SSI recipient population; estimates based on adjusted CPS income data *
0-17 830,116 219,764 26.5 181,242 21.8 696
18-64 3,809,850 1,609,734 42.3 1,657,189 40.9 2,604
65 or older 1,695,088 688,697 40.6 668,344 39.4 1,081
Total 6,335,054 2,518,195 39.8 2,406,775 38.0 4,381
(Continued)
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Table 7.
Poverty rates across age and SSI recipient groups, 2002: Before and after income adjustment using
administrative data—Continued

Restrictive Inclusive
Estimated] =~ Number living Percent livingl  Number living Percent living Number of
Age group population| below poverty below poverty below poverty below poverty| person records
2(c): SSI recipient population with income adjustment, sample restriction, and reweighting °

0-17 862,176 228,729 26.5 187,873 21.8 680
18-64 3,880,146 1,729,553 44.6 1,666,596 43.0 2,121
65 or older 1,956,997 781,043 39.9 754,997 38.6 906
Total 6,699,319 2,739,325 40.9 2,609,466 39.0 3,707

SOURCE: Authors' calculations using 2003 CPS/ASEC data matched to administrative records.

a.

Persons are identified as "poor" if their CPS total family unadjusted income record is less than their corresponding CPS family poverty
threshold record. Family income records may include top-coded components. These totals differ slightly from official reports, which are
based on actual reported income without top-coding.

Figures have been generated from the entire 2003 CPS/ASEC sample of 215,860 persons used by the Census Bureau to estimate
official poverty rates. Income and weight records are unadjusted.

Income adjustments were made using administrative data on earnings, OASDI, and SSI receipt, following decision rules presented in
the text. CPS weights are unadjusted.

Estimates were derived from a reduced 2003 CPS/ASEC poverty sample of 185,284 persons who had at least one family member with
matching CPS/SER records. Figures are based on the adjustment of CPS income records using administrative data, following "sample
restriction" decision rules presented in the text. Weights have been adjusted by propensity estimates derived from a regression model
involving person-level records (based on CPS/SER family); see the text and Appendix B.

Persons are identified as SSI recipients if they have a positive CPS SSI record. Income and weight records are unadjusted.

Income adjustments were made using administrative data on earnings, OASDI, and SSI receipt, following decision rules presented in
the text. SSI status is based on adjusted data. Weights are unadjusted.

Estimates were derived from a reduced 2003 CPS/ASEC poverty sample of 185,284 persons who had at least one family member with
matching CPS/SER records. Figures are based on the adjustment of CPS income records using administrative data, following "sample
restriction" decision rules presented in the text. Weights have been adjusted by propensity estimates derived from a regression model
involving person-level records (based on CPS/SER family); see the text and Appendix B. Persons are identified as SSI recipients if they

have a positive SSR SSI record.

rates for all three groups decline, with the greatest
change for the elderly. The inclusive adjustment pro-
duces a much larger reduction in poverty rates for all
groups, most notably for the nonelderly. Both adjust-
ments produce lower SSI poverty rates. The effect is
most dramatic for persons aged 17 or younger. Under
the restrictive procedure, the poverty rate for the
elderly is 40.6 percent, over 7 percentage-points lower
than the CPS estimate. Using our inclusive income
adjustment procedure, the estimate is 39.4 percent,
8.6 percentage-points lower than the CPS estimate.
The unweighted SSI recipient count (the number of
“person records” in the last column of the table) goes
up by over a fifth, from 3,635 to 4,381 when adminis-
trative data are employed. This is another manifesta-
tion of underreporting of SSI in the CPS.

Tabulations 1(c) and 2(c) illustrate the results of
applying our adjustment conventions, restricting the

sample to persons living in families with at least one
member with matching individual CPS and SER
records (n = 185,284) and reweighting the observa-
tions using propensity scores. Appendix C reports the
parameter estimates for the logistic functions used to
reweight the CPS person weights of the noted 185,284
member restricted person sample. The aggregate
outcome (in 1(c)) is a modest additional decrease in
estimated aggregate poverty rates under the restric-
tive convention when compared with estimates based
only on adjusting data for respondents who could be
matched to SSA records. When the inclusive proce-
dure is employed, the outcome is similar—estimated
poverty rates decline further. For SSI recipients, the
effect is a bit more varied, with child and nonelderly
adult SSI poverty estimates slightly higher and elderly
rates slightly lower than those estimated without
sample restriction and reweighting.
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What drives the difference between the restrictive
and inclusive estimates? A review of the details in
Appendix A indicates that the most significant differ-
ence between the two alternative calculations is that
for earnings and self-employment income, the restric-
tive calculations rely on the DER, that is, earnings
reported by employers. The inclusive alternative takes
CPS reports when the amounts reported in the survey
exceed what appears in administrative data. Because
the inclusive procedure generally follows a “greater of
DER and CPS” rule, the amounts there will be larger;
the results indicate the difference is quite significant.
For the elderly, earnings are less important (although
they count because poverty is estimated on the basis of
total family income, not just the income of the elderly
themselves). What makes the difference is correction
for SSI underreporting. Aside from imputations for
state-administered SSI supplements, the same cor-
rection is applied in both the restrictive and inclusive
procedures because SSA knows what people receive
and the consequence in both cases is an 8-9 percent-
age-point reduction in estimated poverty, particularly
among SSI elderly recipients.

SSI Population Estimates

In “The Merge” section of this article, we established
the CPS undercount of SSI recipients by looking at
the actual prevalence of SSI receipt for adults (aged 18
or older) in CPS households who were successfully
matched with administrative data and comparing

this number to what was actually reported to Cen-
sus Bureau interviewers (see Table 4). The CPS is
designed to provide estimates of the total numbers of
households, families, and persons with various attri-
butes. Thus the undercount could also be investigated
by comparing the number of SSI recipients estimated
from the CPS sample with total recipients recorded
by SSA. This could presumably be done with both the
original and the adjusted CPS data.

But just what is meant by “total recipients” poses
yet another problem. Normally caseload data are
reported for a point in time. For example, SSA regu-
larly publishes case counts by age group in December
(see, for example, SSA (2007), Table 3). However,
the CPS/ASEC asks for SSI payments received in the
preceding year. Thus, in principle the SSI recipient
count derived from the 2003 CPS/ASEC is an estimate
of the total number of people who received SSI at any
time during calendar 2002. This “ever-on” number
should be larger than the largest monthly caseload
during the year.

There are nuances. Persons who receive SSI in 2003
but die before experiencing the CPS interview are
uncounted. Age in the CPS is reported as of the time
of the interview, so age categorization only approxi-
mates what would be obtained by considering, for
example, age at some point in 2002. Any comparison
between caseload projection from the CPS and admin-
istrative data should also be adjusted for the fact that
the SSI caseload includes persons living in institutions
who are not included in the CPS.

Despite these complications, it is important to
gauge CPS coverage by estimating just how many SSI
recipients should have been captured by the survey. To
do this, we use a 1 percent sample of monthly SSR SSI
recipient records to count the number of persons who
received SSI at any time during calendar 2002, and
we compare these counts with the recipient popula-
tion estimated from the various CPS samples we used
during our study." The results by age group appear in
Table 8. Columns 1, 2, and 3 show the SSI population
estimates generated from our “baseline,” “intermedi-
ate,” and “final” CPS samples, respectively. More
specifically, the first column of data (our baseline
estimates) are straight from the CPS and indicate the
sum of sample weights for persons for whom the unad-
justed 2003 CPS/ASEC reports receipt of SSI in 2002.
The second column shows intermediate estimates
generated from the same CPS sample used for official
poverty estimates, but matched to administrative
sources and involving adjustment to only CPS income
records. The third column gives our final estimates of
the number of recipients calculated on the basis of our
restricted CPS/administrative-matched sample with
CPS income and weight adjustments.

Administrative counts are given in columns 4
and 5. Column 4 notes the average monthly SSI
caseload for 2002. Column 5 shows our 1 percent
SSR sample estimate of the number of persons, in
the “universe” sampled by the CPS, who had income
from SSI in 2002. That column also shows our “tar-
get count” because it indicates SSA’s record of the
number of persons, by age category, on March 15,
2003 (roughly the midpoint of the CPS/ASEC field
interviews), who should have reported receiving SSI
at some time in 2002. Estimates in column 5 exclude
(obviously) persons deceased by March 15 and persons
who were, in December 2002, residents in Medicaid
institutions. The estimate is 1-2 percentage-points
higher than the estimate indicated by the CPS because
it includes homeless persons. The only estimate
we have found for the point-in-time prevalence of
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Table 8.

Estimated SSI population compared with administrative count (with Medicaid institution adjustment),

2002
Total 2002 SSI recipients estimated from identified Total 2002 SSI Ratio. CPS
CPS samples Average monthly| recipients in 2003 restricted/
CPS/ASEC using recipient CPS/ASEC| reweighted sample
restricted/|caseload in 2002 universe, population
Age group (at CPS/ASEC| reweighted sample from|  estimated from estimate to
time of 2003 2003[ using adjusted and adjusted|  administrative administrative administrative
CPS/ASEC) CPS/ASEC income data income data data data ? recipient count

(1 ) ©) (4) ®) (6)

0-17 364,804 830,116 862,176 897,771 1,024,500 0.842
18-64 3,595,948 3,809,850 3,880,146 3,862,587 4,308,000 0.901
65 or older 1,192,268 1,695,088 1,956,997 1,998,249 2,064,200 0.948
Total 5,153,020 6,335,054 6,699,319 6,758,608 7,396,700 0.906

SOURCE: Authors' calculations using 2003 CPS/ASEC data and the Social Security 1 percent SSR beneficiary sample. CPS income reports
are adjusted using administrative data. See the text.

a. See the text and Table 6. This is the estimated number of persons ever receiving SSI in 2002 who were alive and in the indicated age
group at the time of the 2003 CPS/ASEC survey. This estimate is reduced by the number of persons in communal facilities or by those

who are homeless.

homelessness among SSI recipients is 55,000-70,000
in 2002, or about 1.1 percent of the average monthly
adult caseload in that year." (Child SSI recipients are
unlikely to be homeless.) Note that our estimate of
recipients “ever on” during the year and alive for the
CPS interview exceeds the average monthly caseload
by almost 10 percent.

Administrative Data Help

In Table 8, the ratio of columns 1 and 5 values (not
shown) reflect the incidence of CPS SSI under-
reporting before adjustment. The overall CPS SSI
underreporting rate, before adjustment, was 30 per-
cent, and the underreporting rates for children, the
working-aged, and elderly recipients were 64 percent,
17 percent, and 42 percent, respectively. Even with the
allowance for exclusion of the homeless from the CPS,
it is clear that without incorporation of administrative
data, the CPS is not a reliable source of SSI child and
adult recipient counts.

The last column in Table 8§ gives the ratio of our
CPS-based “best estimates” of our final SSI recipient
estimate (column 3) compared with the total derived
from administrative data (column 5). These figures
reveal the effectiveness of our CPS income and weight
adjustments and indicate that our CPS adjustments
reduced the overall CPS SSI underreporting rate from
30 percent to 9 percent. For the elderly, these adjust-
ments reduced their CPS SSI underreporting rate from

42 percent to 5 percent. Our final SSI estimates are
not equal to the “target counts” estimated from the

1 percent SSR sample, but are closer than the expected
number of SSI recipients captured by our baseline or
intermediate samples. The low CPS SSI underreport-
ing rates associated with our final sample reaffirms the
use of our CPS income and weight adjustments.

Five conclusions are drawn from our analysis to
this point:

1. More thought needs to be given to the advisability
of and procedures for integrating administrative
and survey data. The disparity between adminis-
trative and survey reports and the apparent corre-
lation of this disparity with income levels presents
serious difficulties.

We think truth lies somewhere between our
restrictive and inclusive estimates. Because both
procedures produce lower estimated poverty
estimates, the implication is that income is under-
reported in the CPS, with the consequence that
official poverty rates are exaggerated.

bl

SSI receipt is underreported in the CPS—most
substantially for children, and least for working-
age adults.

4. Adjustment with administrative data reduces esti-
mated elderly poverty rates. More specifically, our
final estimates suggest that from 38.6—39.9 percent
of elderly SSI recipients were poor in 2002.
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5. Judged on the basis of comparing sample-based
recipient counts to administrative data, the
propensity-adjusted CPS sample offers a more
reliable basis for inference about the prevalence
of SSI receipt than either the CPS alone or the
CPS partially adjusted with administrative
income data.

Relative Poverty

In recent years the Census Bureau (2007) has con-
ducted extensive studies on what effect alternative
poverty standards and measures of resources have

on poverty assessment. In general this work, while
acknowledging the problem of underreporting, does
not incorporate adjustments for it (Weinberg 2005).
Our study utilizes only what the Census Bureau terms
“money income.” More refined measures subtract
taxes, add capital gains and estimates of the value

of various benefits, include food stamps and rent
subsidies, and include in the most ambitious “dispos-
able income” measure—imputed rental income for
homeowners (Census Bureau 2007, 2). The effect

on the estimated poverty rate of refining the income
measure is similar in magnitude to the effect we
discover for adjusting for underreporting. In 2002,
use of the most inclusive measure of income drops the
estimated aggregate poverty rates from 12.1 percent to
9.3 percent if imputed rental income of homeowners
is not included and 8.6 percent if it is (Dalaker 2005,
7). As might be anticipated, the effect of consider-

ing homeownership is greatest for the elderly. These
adjustments require a number of imputations that
cannot be replicated without detailed information on
Census Bureau procedures. This matter is addressed
in our concluding remarks.

It is common internationally to assess poverty not
on the basis of an absolute benchmark like the official
U.S. measure, but in relation to the distribution of
income within society. In this section, we consider the
consequences of the CPS adjustments we have intro-
duced for inferences about the distribution of income
and the position of SSI recipients within it.

The Equivalence Scale

To investigate the poverty status of SSI recipients
across a variety of family types, we must have an
equivalence scale that makes explicit our assumption
about the amount of income that makes the standard
of living for a person in one family size (for example,
a person living alone) equal to that of a person in a

family differently composed (for example, two adults
and a child). For these calculations we follow the
precedent of the Census Bureau’s alternative poverty
estimates (Dalaker 2005; Census Bureau 2007) and
adopt the three-parameter equivalence scale suggested
by a recent National Research Council (NRC) review
of recommendations for poverty standard reform
(Iceland 2005). This is the same scale used by Koenig
and Rupp (2004) in their analysis of the sensitivity of
estimated poverty rates for SSI recipients to alterna-
tive ways of measuring poverty.

Under the three-parameter equivalence scale, to
achieve an equivalent standard of living, for every $1
of income for a single individual, a childless couple
would require $1.41; single-parent families would need
$(A + a+ P * (C-1))f; and all other families would
require $(A + P * C)F, where A is the number of adults
in a family and C is the number of children. Follow-
ing the NRC’s poverty reform recommendations and
the Census Bureau, we assume that a.= 0.8, P =10.5,
and F = 0.7. The parameter P indicates how children
are to be weighted relative to adults: P = 5 means
that each child beyond the first one requires half the
income needed for adults. The parameter a allows the
first child in a single-parent family to be weighted
differently from others. F reflects economies of scale;
a value of 1.0 would mean that expenses go up pro-
portionately with effective size. The assumed value
of 0.7 indicates that a doubling (100 percent) increase
in effective family size would increase the cost of
sustaining a given standard of living by 70 percent.
Inserting the appropriate numbers for a single parent
with two children produces an equivalence adjustment
of $(1 +0.8 +0.5)" = $1.79. For every $1 of income for
a single individual, achieving an equivalent standard
of living for a single adult with two children would
require using the NRC equivalence scale—$1.79.

For the differential between single adults and
childless couples, this scale follows the “square root”
convention that living costs go up with the square root
of family size, which is common in European analysis
of income distribution (Forster and Mira d’Ercole
2005). We shall term this four-part system the NRC
equivalence scale. Note that unlike the official poverty
standard, the NRC scale does not differentiate among
families on the basis of age. Also, like the official
standard, the NRC scale is not affected by the pres-
ence of disabilities (as is the case for all nonelderly SSI
recipients), even when offsetting the consequences of a
disability is expensive (Zaidi and Burchardt 2005).
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The Results

Income distribution estimates are presented in Table 9.
Again, we present three versions based on our base-
line, intermediate, and final CPS-related data sets
previously discussed and labeled (a), (b), and (c) in
Table 7. In Table 9, we do this in the first panel under
the restrictive income adjustment procedure and in the
second panel for the higher inclusive alternative. For
each set, the line marked “upper bound” shows the
income level that demarks the percentile of the income
distribution identified by the column header. Thus for
the unadjusted CPS data (a), median personal income is
$25,712. In the column adjacent to the top decile of the
distribution, we report half the median and the propor-
tion of the population with incomes (adjusted for fam-
ily composition using the NRC equivalence scale) less
than half this amount. Thus unadjusted CPS data for
2002 indicate that 22 percent of the population would
have been counted as poor because their incomes fell
below half the equivalence-adjusted median, one of the
standards typically applied in Europe.'®

For each of the samples, we also report where the
elderly as a whole and elderly SSI recipients are on the
equivalence scale. Again referring to sample (a) where
(n = 215,860), the unadjusted CPS data indicate that
27.5 percent of the elderly had incomes below half the
median, and over three-quarters of elderly SSI recipi-
ents were at the same level. At the same time, some
elderly persons receiving SSI appear relatively well
off: 8.3 percent of elderly SSI recipients have incomes
above the median. This outcome occurs because these
recipients live in families with substantial income from
other sources. The annual equivalent of the 2002 sin-
gle-person FBR was $6,540, well below the half-the-
median relative poverty threshold of $12,856. Indeed,
separate tabulations indicate that only 8.2 percent of
all persons (regardless of SSI status) included in the
2003 CPS/ASEC had equivalence-adjusted incomes
less than the annualized single-person FBR amount.

Tabulations in both the (b) and (c) panels of
Table 9 show what occurs when the CPS data are
adjusted. Our discussion concentrates on comparison
of outcomes before adjustment—tabulation (a)—to
outcomes using the income-adjusted, restricted, and
reweighted sample, (c). It should be noted first that the
restrictive and inclusive income-adjustment proce-
dures have substantially different implications for the
location and shape of the income distribution. Under
the restrictive adjustment, median equivalent income
changes very little, falling less than a percent, from
$25,712 to $25,527. The inclusive adjustment produces

a substantial upward shift, raising the estimated
median by almost 12 percent, from $25,712 to $28,718.
Every other decile cutoff increases as well. Second,
under both adjustment protocols there is little differ-
ence between estimates based on the entire CPS with
income adjustment—sample (b) where (n = 215,860)—
and values calculated using the restricted sample (c)
where (n = 185,284). Indeed, for all three CPS versions
the estimated relative poverty rate for all persons is
similar, 21-22 percent. The adjusted samples produce
a reduced, but still very high, relative poverty rate for
elderly SSI recipients; here, too, there is little differ-
ence between estimates made under restrictive and
inclusive adjustment assumptions. Using sample (c)
places the FBR even further down the income dis-
tribution. By our calculation, in 2002, the restrictive
income-adjusted data indicate that only 7.7 percent of
persons had equivalence-adjusted incomes less than
the annualized FBR. The corresponding figure for the
inclusive income adjustment is just 5.7 percent.

The restrictive and inclusive income-adjustment
procedures differ in their consequences for the esti-
mated dispersion of income. One common measure
of dispersion, or inequality, of income is the ratio of
the 90™ to the 10" decile cutoff (see Burkhauser, Feng,
and Jenkins (2007) for a critical discussion). Without
adjustment, the 90/10 ratio calculated from the unad-
justed sample is 8.68. The same ratio calculated using
sample (c) is 8.70 using the restrictive income adjust-
ment and 8.19 using the inclusive alternative.

Comparison of results by decile of the income
distribution in Table 9 provides additional perspec-
tive on the absolute poverty rates reported in Table 7.
In Table 6, the restrictive/inclusive adjusted estimate
of the poverty rate for all persons is 9.3—11.8 percent.
For the elderly the range is 8.1-8.4 percent, and for
elderly SSI recipients the range is 38.6-39.9 percent.
For the elderly these rates compare closely with the
poverty rates in Table 8 if instead of considering
half the median we take the 10" decile of the over-
all income distribution as the standard. Under this
stringent definition, the restrictive/inclusive range
for the elderly poverty rate is 6.8—10.0 percent, and
the poverty rate range for elderly SSI recipients is
35.2-46.7 percent. Recall that the official 2002 poverty
standard for elderly persons living alone was $8,628,
falling between the first decile cutoff under restrictive
(87,624) and inclusive ($9,000) adjustment procedures.
Thus in 2002 the official poverty standard was roughly
equivalent in terms of estimated poverty prevalence to
what would have been obtained had a relative standard
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Table 9.

The effect of merging CPS and administrative data on the estimated national income distribution, 2002

General income
distribution

Percentiles

Top| 50 percent of] Number of
10 20 40 50 60 80 90 decile| the median person records

Upper bound ($)

Distribution (%)
All people
Elderly °
Elderly SSI ©

Upper bound ($)

Distribution (%)
All people
Elderly
Elderly SSI ®

Upper bound ($)

Distribution (%)
All people
Elderly °
Elderly SSI ©

Upper bound ($)

Distribution (%)
All people
Elderly °
Elderly SSI °

Upper bound ($)

Distribution (%)
All people
Elderly
Elderly SSI ®

Upper bound ($)

Distribution (%)
All people
Elderly °
Elderly SSI °

Restrictive 2002 CPS/administrative matched data set—
(a): using unadjusted income percentiles for all people and the NRC equivalence scale (unadjusted weights) °

7,462 12,000 20,862 25,712 31,350 47,696 64,793 ce 12,856 215,860
10.0 10.0 20.0 10.0 10.0 20.0 10.0 10.0 22.0 215,860
7.8 16.1 291 11.9 9.2 13.3 6.0 6.7 275 20,384
32.9 39.0 14.8 5.0 3.6 29 1.0 0.8 75.1 778
(b): using adjusted income percentiles for all people and the NRC equivalence scale (unadjusted weights) d
7,579 12,134 20,856 25,662 31,284 48,302 66,451 ce 12,831 215,860
10.0 10.0 20.0 10.0 10.0 20.0 10.0 10.0 217 215,860
7.2 15.2 29.1 12.2 9.7 141 6.1 6.4 25.2 20,384
35.4 33.4 12.4 5.6 5.0 5.7 1.2 1.4 70.0 1,081
(c): using adjusted income percentiles for all people and the NRC equivalence scale (adjusted weights) f
7,624 12,109 20,726 25,527 31,086 47,903 66,343 ce 12,764 185,284
10.0 10.0 20.0 10.0 10.0 20.0 10.0 10.0 21.6 185,284
6.8 14.9 28.5 12.2 10.0 14.9 6.4 6.4 24.0 14,564
35.2 34.2 11.5 5.8 4.8 5.7 1.4 1.5 70.7 906

Inclusive 2002 CPS/administrative matched data set—
(a): using unadjusted income percentiles for all people and the NRC equivalence scale (unadjusted weights) °

7,462 12,000 20,862 25,712 31,350 47,696 64,793 c 12,856 215,860
10.0 10.0 20.0 10.0 10.0 20.0 10.0 10.0 22.0 215,860
7.8 16.1 29.1 11.9 9.2 13.3 6.0 6.7 27.5 20,384
32.9 39.0 14.8 5.0 3.6 2.9 1.0 0.8 75.1 778
(b): using adjusted income percentiles for all people and the NRC equivalence scale (unadjusted weights) d
8,708 13,585 23,095 28,325 34,441 52,321 72,435 c 14,163 215,860
10.0 10.0 20.0 10.0 10.0 20.0 10.0 10.0 213 215,860
10.1 17.6 28.7 10.8 8.5 12.7 5.8 5.8 29.6 20,384
42.3 27.4 13.2 4.2 5.1 5.1 1.4 1.4 70.7 1,081
(c): using adjusted income percentiles for all people and the NRC equivalence scale (adjusted weights) f
9,000 13,896 23,444 28,718 34,843 52,919 73,743 c 14,359 185,284
10.0 10.0 20.0 10.0 10.0 20.0 10.0 10.0 21.0 185,284
10.0 17.3 28.3 10.7 8.6 13.2 5.9 5.9 29.0 14,564
46.7 23.9 124 3.7 5.2 5.3 1.5 1.4 7.7 906

SOURCE: Authors' calculations using 2003 CPS/ASEC data matched to administrative records.
NOTES: . . . = not applicable.
a. Figures involve unadjusted CPS income data and weights, as well as the entire 2003 CPS/ASEC poverty sample of 215,860 persons.

Persons with a CPS-reported age of 65 years or older.

b
c. Persons with a positive CPS SSI record.
d

Estimates are based on adjusted CPS income records, unadjusted weights, and involve the entire 2003 CPS/ASEC sample used to
generate official poverty estimates.

e. Persons are identified as SSI recipients if either they have no matching CPS/SER records and a positive CPS SSI record, or matching
CPS/SER records and a positive SSR SSI record.

f. Figures involve adjusted CPS income data (with "sample restriction" decision rules) and weights, and a 2003 CPS/ASEC poverty sample
limited to those observations with at least one family member with matching CPS/SER records.
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been used and set at the tenth decile. Whether the
composition of the population identified as poor under
the two approaches would be similar is a matter for
additional research.

Table 9 compares the elderly as a whole and elderly
SSI recipients with the national income distribution.
For some purposes it may be more useful to compare
elderly SSI recipients with the entire elderly population
from which the former are a subset of. Table 10 places
elderly SSI recipients in context of the income dis-
tribution of all elderly persons (with and without SSI
payments), using the alternative merge assumptions. In
this case, both the restrictive and inclusive adjustment
procedures shift the estimated income distribution to
the right, raising estimated median income among all
elderly persons by 4.8 percent under the restrictive
adjustment and 7.9 percent under the inclusive adjust-
ment. (Here again we concentrate on the restricted
and reweighted subsample.) Between 46.3 percent and
46.6 percent of elderly SSI recipients have incomes in
the lowest decile of the elderly income distribution;
nearly 70 percent fall in the lower 20 percent of the
distribution. At the same time, under both adjust-
ment rules we estimate that approximately 19 percent
of elderly SSI recipients have equivalence-adjusted
incomes that exceed the median income calculated for
the entire elderly population.

Summary

When poverty is assessed using a relative standard of
less than half the median, the prevalence of poverty
is estimated to be much greater than when the official
standard is employed, and poverty among the elderly
exceeds the rate for all other persons. Adjusting the
CPS data using information from administrative files
leads to generally greater income, but little change in
relative status. Considered in either relative or absolute
terms, the prevalence of poverty among elderly SSI
recipients is high, and the FBR is inadequate by itself
to raise income above the poverty standard. Here as
with the absolute poverty standard, the outcome is
sensitive to the merging procedure employed.

Conclusions

This article explores the effect of merging CPS and
SSA administrative data on perception of poverty
among the elderly in general and SSI recipients in
particular. The findings are as follows:

*  The CPS substantially understates the prevalence
of SSI receipt in the population.

*  For the entire national population, adjustment of
CPS weights and reported income using adminis-
trative data significantly reduces estimated rates
of absolute poverty (using the official U.S. poverty
standard), but has a smaller influence on relative
poverty rates. In contrast, CPS adjustments have
a sizable impact on the poverty rates of elderly
SSI recipients, whether they are evaluated by an
absolute or relative standard.

*  Without adjustment, CPS data modestly exagger-
ate income inequality.

* Use of a relative poverty standard leads to percep-
tion of greater prevalence of poverty both overall
and among the elderly.

»  Elderly SSI recipients are very poor. Nearly 70 per-
cent fall in the bottom fifth of the national income
distribution, and about the same proportion fall in
the bottom fifth of the income distribution among
all elderly persons. Although correction for SSI
underreporting reduces the official poverty rate
for elderly SSI recipients, the revised absolute rate
is still 38—40 percent when all SSI (and OASDI)
benefits are included as income.

There are many opportunities for additional
research. It is important to replicate this analysis
for subsequent years. Among other things, replica-
tion would support the study of the effect of using
administrative data on the perception of poverty at
one versus numerous points in time. We need to assess
the sensitivity of our results to alternative treatment of
CPS response and variations in procedures for address-
ing unmatched observations. We have provided only
point estimates and have slated testing for statistical
precision for another time because of the challenges
raised by reweighting and uncertainty about how
to adjust such estimates for the effects of our merg-
ing strategy. Like official poverty measurement, our
income measure does not include income from the
Food Stamp Program or the Earned Income Tax Credit
program despite these programs being among the
largest of their kind in the United States (Trenkamp
and Wiseman 2007). It is important to gauge the effect
of such programs on poverty and the income distribu-
tion. Our analysis reveals that the CPS substantially
underreports SSI receipt, and similar underreporting
problems are known to arise for food stamp receipt
(Meyer and Sullivan 2007). It would be advantageous
to experiment with the incorporation of administra-
tive data into the Census Bureau’s “alternative poverty
measures” analyses.
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Table 10.

The effect of merging CPS and administrative data on the estimated income distribution of the elderly,

2002

Income distribution
of the elderly °

Percentiles

Number of
person records

Top| 50 percent of]
10 20 40 50 60 80 90 decile the median

Upper bound ($)

Distribution (%)
All elderly
Elderly SSI ©

Upper bound ($)

Distribution (%)
All elderly
Elderly SSI ©

Upper bound ($)

Distribution (%)
All elderly
Elderly SSI ©

Upper bound ($)

Distribution (%)
All elderly
Elderly SSI ©

Upper bound ($)

Distribution (%)
All elderly
Elderly SSI ©

Upper bound ($)

Distribution (%)
All elderly
Elderly SSI ©

Restrictive 2002 CPS/administrative matched data set—
(a): using unadjusted income percentiles for the elderly and the NRC equivalence scale (unadjusted weights) b

8,162 11,013 16,375 19,736 23,522 36,844 53,070 . 9,868 20,384
10.0 10.0 20.0 10.0 10.0 20.0 10.0 10.0 15.8 20,384
47.7 18.4 15.8 3.6 4.6 6.5 2.0 1.5 61.3 778

(b): using adjusted income percentiles for the elderly and the NRC equivalence scale (unadjusted weights) °

8,604 11,448 16,962 20,248 24,006 37,027 53,747 . 10,124 20,384
10.0 10.0 20.0 10.0 10.0 20.0 10.0 10.0 14.9 20,384
42.8 241 10.7 3.3 4.8 8.8 3.2 2.3 58.9 1,081

(c): using adjusted income percentiles for the elderly and the NRC equivalence scale (adjusted weights) f

8,868 11,669 17,318 20,690 24,472 37,508 54,300 S 10,345 14,564
10.0 10.0 20.0 10.0 10.0 20.0 10.0 10.0 15.0 14,564
46.3 221 9.3 3.1 4.9 8.9 3.2 22 61.2 906

Inclusive 2002 CPS/administrative matched data set—
(a): using unadjusted income percentiles for the elderly and the NRC equivalence scale (unadjusted weights) b

8,162 11,013 16,375 19,736 23,522 36,844 53,070 S 9,868 20,384
10.0 10.0 20.0 10.0 10.0 20.0 10.0 10.0 15.8 20,384
47.7 18.4 15.8 3.6 4.6 6.5 2.0 1.5 61.3 778

(b): using adjusted income percentiles for the elderly and the NRC equivalence scale (unadjusted weights) a

8,687 11,557 17,256 20,749 24,633 38,589 56,083 Ce 15,675 20,384
10.0 10.0 20.0 10.0 10.0 20.0 10.0 10.0 15.6 20,384
42.1 235 11.4 31 4.3 9.4 4.2 2.1 59.1 1,081

(c): using adjusted income percentiles for the elderly and the NRC equivalence scale (adjusted weights) *

8,988 11,856 17,763 21,298 25438 39,860 57,294 S 10,649 14,564
10.0 10.0 20.0 10.0 10.0 20.0 10.0 10.0 15.5 14,564
46.6 20.4 10.4 3.3 4.0 9.7 3.5 22 60.5 906

SOURCE: Authors' calculations using 2003 CPS/ASEC data matched to administrative records.
NOTES: . . . = not applicable.

a. Persons with a CPS-reported age of 65 years or older.

Figures involve unadjusted CPS income data and weights, as well as the entire 2003 CPS/ASEC poverty sample of 215,860 persons.

b
c. Persons with a positive CPS SSI record.
d

Estimates are based on adjusted CPS income records, unadjusted weights, and involve the entire 2003 CPS/ASEC sample used to
generate official poverty estimates.

e. Persons are identified as SSI recipients if either they have no matching CPS/SER records and a positive CPS SSI record, or matching
CPS/SER records and a positive SSR SSI record.

f. Figures involve adjusted CPS income data (with "sample restriction" decision rules) and weights, and a 2003 CPS/ASEC poverty sample
limited to those observations with at least one family member with matching CPS/SER records.
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Appendix A: Data Merge Procedure

Appendix B: State SSI Supplements

The sources used for the CPS/administrative data-
matching process are identified by acronym as indi-
cated and detailed in Box 1 below. For convenience,
these acronyms are used both to refer to a source itself
and, in places, to the value of payments recorded in
the source. Hence “DER=0" indicates that the value
of the DER for some person in the merged data set

is zero.

The protocol for merging the 2003 CPS/ASEC and
administrative data is summarized in Table A-1 on the
following page.

Box 1.
Sources employed in CPS/administrative data
match

CPS/ASEC Current Population Survey/Annual
Social and Economic Supplement, 2003.
Captures wage and salary earnings for
calendar year 2002 as well as self-
employment income (SEI)—(including
losses)—derived from farm and nonfarm
activities.

SER Summary Earnings Record. "SER match”
indicates that the CPS individual has been
matched to SSA's master database. The
SER includes all earnings (including
positive SEI) subject to FICA taxation, and
thus the value is capped at the FICA
contribution maximum. The SER does not
capture SEI losses.

DER Detailed Earnings Record. Summary of
earnings reports from all employers and SEI
received by SSA. Earnings totals are not
capped at FICA contribution maximums and
include earnings from employment not
covered by OASDI, but subject to Medicare
taxation. The tabulation includes separate
information for wage and salary receipts,
SEI (if positive), and deferred income.

SSR Supplemental Security Record.

Administrative record of SSI payments.
PHUS Payment History Update System.
Administrative record of OASDI benefit
amounts.

As shown in Table B-1, all but one of the 51 states
(including the District of Columbia) supplemented
the federal SSI payment in 2002 for at least some
individuals (SSA 2004, 7). In a very few cases, these
payments are required by federal law to sustain ben-
efits for persons receiving state benefits at the time
(1974). SSI replaced the federal/state programs—
Old-Age Assistance and Aid to the Blind—instituted
by the Social Security Act of 1935. The remaining
“optional”’” supplements serve a variety of purposes,
from general income support to provision for special
needs. Some state supplements are administered by
SSA; in other cases the supplements are administered
by states. When the supplements are administered by
SSA, states pay both for the benefit itself and a per-
payment charge levied by SSA to cover its costs.

The state supplements pose two problems for
this analysis. First, in many instances the provision
is not universal and compensates for some special
need. Information on receipt of such payments or the
benefits they support is not readily available. Second,
if state-administered, such benefits do not appear
in the SSR, yet it is likely that if reported at all they
are reported as SSI in response to CPS interview-
ers. Thus in comparing SSA administrative data
with CPS reports for states with state-administered
supplements, it is essential to recognize that CPS
reports may exceed amounts known to SSA because
of the supplements. Moreover, it is possible for per-
sons to retain eligibility for a state supplement even
when income is too high for federal benefit receipt.

In this article, the state supplements are addressed
in the following way. First, for individuals without
an SER match, we assume state supplements are
included in what is identified in the sum of SSI and
OASDI income. (As discussed in the text, we work
with the sum of SSI and OASDI to allow for misiden-
tification of the source of benefits.) For individuals
with an SER match, we concentrate on “universal”
supplements, which we define as additions to cash
benefits unrelated to special needs. We ignore supple-
ments that are paid for special needs and unavailable
to SSI recipients generally. Second, we differentiate
between universal state supplements administered
by SSA and those administered by states. Feder-
ally administered payments are recorded in the SSR
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Table B-1.

State SSI payment supplementation, January 2002

Universal income supplement—monthly benefit,
other than the mandatory minimum

Su

pplementation ($) #

Administration and take-up

Optional| Adjustment
Optional state supplement]| procedure b
Recipients of] Single adult, supplement, recipients—{ (1 = special
federally| SSI child, living living| Couple, living federally state or| rule;
administered| with own family| independently] independently] administered federallyy 2=SSR+
State and SSI payments (child (single] (couple (yes=1;] administered PHUS)
(FIPS code) |(national count))  supplement)] supplement)] supplement) no =0)| (state count)| (rule applied)
AL (1) 161,729 a a a 0 672 2
AK (2) 9,222 0 362.00 528.00 0 14,640 1
AZ 4) 85,308 a a a 677 2
AR (5) 85,369 2
CA (6) 1,113,679 98.00 205.00 515.00 1 1,093,860 2
CcO (8) 53,821 37.00 37.00 347.00 0 34,982 1
CT 9) 49,953 a 202.00 277.00 0 21,984 1
DE (10) 12,310 .. . . 1 590 2
DC (11) 20,099 a a a 1 1,680 2
FL (12) 387,626 a a a 0 15,169 2
GA (13) 198,294 2
HI (15) 21,402 4.90 4.90 8.80 1 19,680 2
ID (16) 19,034 52.00 52.00 20.00 0 10,795 1
IL 17) 250,212 .. .. .. 0 38,388 2
IN (18) 89,586 a a a 0 1,383 2
IA (19) 41,146 a 22.00 44.00 1 6,630 2
KS (20) 36,759 .. .. .. L. .. 2
KY (21) 176,458 a a a 0 4,739 2
LA (22) 166,574 a a a 0 5,121 2
ME (23) 30,390 10.00 10.00 15.00 0 34,977 1
MD (24) 89,380 a a a 0 3,016 2
MA (25) 167,359 114.39 114.39 180.06 1 162,740 2
Ml (26) 211,615 14.00 14.00 28.00 1 210,340 1
MN (27) 66,331 a 81.00 111.00 0 38,146 1
MS (28) 128,800 2
MO (29) 113,990 a a a 0 8,486 2
MT (30) 14,324 a a a 1 924 2
NE (31) 21,572 8.00 8.00 a 0 5,884 2
NV (32) 27,403 a c d 1 7,250 2
NH (33) 12,101 a 27.00 21.00 0 6,780 1
NJ (34) 147,817 31.25 31.25 25.36 1 143,670 2
NM (35) 47,922 a a a 0 199 2
NY (36) 623,307 23.00 87.00 104.00 0 605,850 1
NC (37) 192,091 a a a 0 23,499 2
ND (38) 8,182 a a a 0 465 2
(Continued)
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Table B-1.
State SSI payment supplementation, January 2002—Continued

Universal income supplement—monthly benefit,
other than the mandatory minimum
supplementation ($) ® Administration and take-up
Optional| Adjustment
Optional state supplement| procedure b
Recipients of] Single adult, supplement, recipients—| (1 = special
federally| SSI child, living living] Couple, living federally state or| rule;
administered| with own family| independently| independently] administered federallyy 2=SSR+
State (and SSI payments (child (single] (couple (yes=1;] administered PHUS)
FIPS code) |[(national count) supplement)] supplement) supplement) no =0)| (state count)| (rule applied)
OH (39) 242,696 e a a 0 2,546 2
OK (40) 73,108 53.00 53.00 106.00 0 70,972 1
OR (41) 54,795 a 1.70 a 0 24,009 2
PA (42) 295,904 27.40 27.40 43.70 1 284,720 2
RI (44) 28,697 64.35 64.35 120.50 1 27,880 2
SC (45) 106,835 a a a 0 3,382 2
SD (46) 12,819 a 15.00 15.00 0 3,601 1
TN (47) 163,196 .. 2
> (48) 420,279 a a a 0 6,441 2
uT (49) 20,654 a a a 1 1,540 1
VT (50) 12,678 59.04 59.04 110.88 1 12,730 2
VA (51) 133,156 S a a 0 6,705 2
WA (53) 105,074 25.90 25.90 19.90 1 97,850 1
wv (54) 73,006 2
Wi (55) 86,053 83.78 83.78 132.05 0 90,299 1
wy (56) 5,841 a 9.90 25.12 0 2,749 1

SOURCE: Unless otherwise noted, data for this table are derived from SSA (2004).

NOTES: FIPS = Federal Information Processing Standard.

. indicates a state that offers no optional state supplements regardless of one's living arrangement.

a. None for those states that offer a state SSI supplement, but not to persons living independently.

b. See the text. "SSR/PHUS" means SSA data employed exclusively; "rule" means administrative data on federal payment combined with

"low" and "high" estimates of state-administered state supplement.
None, if younger than age 65; $36.40 otherwise.

d. None, if neither person is aged 65 or older.

and thus are covered by the procedures outlined in
Table A-1. Third, in cases in which state supple-
ments are state-administered, we develop restrictive
and inclusive estimates of the amounts involved and
impute these figures to administrative SSI payment
totals. The restrictive estimate assumes that the state
supplement is received only in the months during the
year in which a federal benefit is paid. The inclu-
sive estimate assumes the state benefit is received

in all months of any year in which a federal benefit

is paid in any month. Thus we are assuming in the
restrictive-estimate case that any reduction in benefit
amount that is the result of other income is taken
from the federal payment, not the state supplement,
and in the high-benefit case we assume that state
eligibility continues for a longer period than federal
benefit eligibility. There is little practical difference
between the two because of the prevalence of appli-
cation of these “special rule” state payments.
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Appendix C: Propensity Functions for
Sample Reweighting

This appendix reports parameter estimates for the
logistic functions used for reweighting 2003 CPS/
ASEC data for individuals in households meeting

the administrative match criterion to account for the
incomplete match. As discussed in the text, each
person in the CPS who resides in a family in which at
least one person was successfully matched to adminis-
trative data is included in the subsample. The log odds
of this designation were estimated using a standard
logit function and data for all individuals in the
person’s age class. The logit results were then trans-
lated into a point estimate of the probability of family
match—"response.” The inverse of this probability
was then multiplied by the original CPS person weight
to give a revised weight, adjusted for nonresponse.

Variables

All models are similarly constituted, using variables
described in Table C-1 below.

Parameter Estimates

The propensity function was estimated separately

for each of the three age groups. In each case, the
dependent variable is the occurrence of an SER match
for at least one person in the respondent’s family
(Table C-2).

Table C-1.
Propensity function variables
Variable name Type Description
Independent
PSERGRP Binary Individual has at least one family member with a CPS/SER match.
Dependent
AAGE Continuous Individual’s age (in years) at the time of their CPS interview.
AAGESQB Continuous Equal to AAGE2.
AAGESQC Continuous Equal to AAGES3.
AAGETEEN Binary Individual is 16 or 17 years of age.
FAMREF Binary Individual is a family reference person.
HISPANIC Binary Individual is Hispanic.
MALERRT Binary Individual is male.
MARRIED Binary Individual is married.
METRO Binary Individual lives in a metropolitan statistical area (MSA).
METROCC Binary Individual resides in a MSA central city.
MINORITT Binary Individual is nonwhite.
MULTFAMH Binary Individual lives in a multi-family household.
NEGINC Binary Individual has negative family total income.
PRATIO Continuous Ratio of individual’s family total income to his or her applicable family poverty threshold.
If negative, set to zero.
PRATIO2 Continuous If PRATIO > 2, PRATIO2 = PRATIO-2, otherwise 0.
PZEROINC Binary Individual has no family income.
SINGLE Binary Individual belongs to a one-person family, living alone in household.
UNRELOTH Binary Individual belongs to a one-person family, but shares a household with nonrelatives.

SOURCE: Authors' calculations using 2003 CPS/ASEC data matched to administrative records.

NOTE: For binary variables, the description identifies circumstance when indicator = 1; otherwise, the indicator value is 0.
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Table C-2.

Parameter estimates: Logistic response propensity function, 2002

Children (aged 0-17)

Working-age adults

(aged 18—-64) Elderly (aged 65 or older)

Variable Coefficientl Standard error] Coefficientl Standard error] Coefficientl Standard error
Intercept 3.5171 0.0804 0.4972 0.2390 1.7056 0.2542
AAGE -0.0450 0.0046 0.1372 0.0199 -0.0056 0.0031
AAGESQB -0.0028 0.0005

AAGESQC . . 0.0000 0.0000

AAGETEEN -0.6048 0.0563 . . - e
FAMREF -0.5565 0.2203 0.1236 0.0192 -0.0958 0.0408
HISPANIC -0.3909 0.0457 -0.4046 0.0217 -0.1009 0.0596
MALERRT -0.0407 0.0360 -0.0788 0.0157 0.1061 0.0353
MARRIED -0.6696 0.4355 0.1427 0.0234 -0.4649 0.0544
METRO -0.3121 0.0431 -0.3540 0.0183 -0.3115 0.0363
METROCC -0.0918 0.0464 0.0349 0.0200 -0.0092 0.0428
MINORITT -0.1427 0.0458 0.0869 0.0208 0.5031 0.0467
MULTFAMH 0.2026 0.0779 0.1590 0.0493 0.4175 0.2362
NEGINC -0.3280 0.4332 -0.7908 0.1687 -0.5033 0.5822
PRATIO 0.2002 0.0359 -0.0281 0.0188 0.1003 0.0399
PRATIO2 -0.2046 0.0380 0.0076 0.0193 -0.0933 0.0415
PZEROINC -0.5989 0.1423 -0.6986 0.0617 0.0625 0.2001
SINGLE - . -1.0263 0.0305 -0.5415 0.0595
UNRELOTH -0.8095 0.2883 -1.4198 0.0522 -1.0500 0.2559
Observation count 66,016 129,460 20,384

Mean propensity

estimate 0.95 0.83 0.71

SOURCE: Authors' calculations using 2003 CPS/ASEC data matched to administrative records.

NOTE: . .. = not applicable.

Notes

Acknowledgments: The authors thank Paul Davies and
Howard Iams for sharing their expertise on SSA adminis-
trative data and are especially appreciative of the helpful
comments and suggestions provided by Kalman Rupp,
Joyce Manchester, Glenn Springstead, Tom Rush, Tom
Hale, Jim Sears, and Lynn Fisher.

! Throughout this article, the term “state” includes the
District of Columbia.

2 To the extent that the Consumer Price Index is biased
upward, indexation has led to slight growth in the real value
of the SSI payment. See Gordon (2006).

3 See Census Bureau (2006) for a detailed CPS
description.

4 The SER also includes earnings data. However, annual
earnings reports in the SER are capped at the FICA/SECA
taxable maximum ($84,900 in 2002).

5 Information on retirement plan contributions in the
DER corresponds to codes “d” through “h” in box 13 on the
W-2 Form: 401(k); SIMPLE; 403(b); 408(k) and (6); SEP;
457(b); and 501(c), (18), and (D) plans (Smith, Johnson, and

Muller 2004, 8). See Abowd and Stinson (2005, 10) for a

more detailed discussion on elements of gross compensa-
tion (for example, pretax health insurance premiums paid
by the employee) that do not appear in the DER.

6 See Sears and Rupp (2003) for an investigation of

the divergence between payment eligibility and payment
receipt and the consequence for assessment of errors in
OASDI reporting in the Survey of Income and Program
Participation (SIPP). Koenig (2003) analyzes OASDI/SSI
underreporting in the March 1997 CPS, but could at the
time use only information on OASDI entitlement, not pay-
ments (as in the PHUS) for comparison with CPS reports.

7 Koenig (2003, 131) reports linking 75 percent of
March 1997 CPS observations (for persons aged 15 or
older) to SSA administrative data.

§ Burkhauser, Feng, and Jenkins (2007) discuss problems
created by top-coding for analysis of trends at the top end
of the earnings distribution.

 Koenig (2003, 132) reports that 31.2 percent of known
SSI recipients for 1996 (as reported in the 1997 March CPS)
do not report SSI receipt in the CPS. Table 4 indicates that
our result for 2002 is 40 percent. The Koenig estimate is
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weighted; ours is not because we are not interested at this
point in statistical inference.

1 Huynh, Rupp, and Sears (2002) report similar prob-
lems in the SIPP.

Tt is possible to imagine scenarios in which persons
residing in a state with a state-administered supplement
would be missing an SSR entry and therefore would not
receive either the restrictive or inclusive imputation, yet
might report such amounts in the CPS/ASEC. Such cases, if
they exist, are certain to be rare.

12 In fact, the adjustments are in many cases quite large.
In both the restrictive and inclusive cases, for roughly
60 percent of individuals for whom some adjustment was
made the absolute value of the total income adjustment
exceeded $2,000. The restrictive adjustment procedure
affects more observations than does the inclusive alterna-
tive. These details are available on request from the authors.

13 'We have calculated all of the estimates cited later
using subsample (c) instead of (a), and none of the outcomes
reported is qualitatively dependent on choice of sample.
These results are available from the authors.

14 “We” here includes our colleagues Paul Davies and the
late Jeff Shapiro, without whose assistance this table could
not have been constructed.

15 See SSA (2002). The methodology for SSA’s esti-
mate, based in part on an unidentified “1996 study,” is not
detailed.

16 Practices vary. The half-of-median standard generally
applies to income before taxes; the European Union uses
60 percent of median disposable income (Eurostat 2007, 36).

7 In principle, states have the option of terminating these
programs. However, if any state does terminate its SSI
supplement program it loses eligibility for reimbursement
for the federal share of Medicaid costs. At minimum, states
are required to sustain either nominal payment levels or
aggregate expenditure levels in order to retain Medicaid
reimbursement. See Committee on Ways and Means (2004,
3-25).
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USES OF ADMINISTRATIVE DATA AT THE SOCIAL SECURITY

ADMINISTRATION
by Jennifer McNabb, David Timmons, Jae Song, and Carolyn Puckett™®

The Social Security Administration (SSA) collects a wealth of data in its role as administrator of two large
national entitlement programs. Linking SSA’s administrative data with survey data yields a broader set of demo-
graphic and socioeconomic information and also improves the quality of the survey data. The agency uses these
data to produce analyses and research on policy initiatives for its programs and on the earnings of the working
and beneficiary populations. SSA studies how these programs and potential changes to them affect individuals,
the economy, and program solvency, and develops models to project demographic and economic characteristics
of the current working population into the future. The agency also produces public-use microdata files that are
available to outside researchers, as well as a variety of research and statistical publications to inform policy-
makers and the public.

Introduction and self-employed workers contribute 12.4 percent of
covered earnings. In December 2006, total benefits
paid by the OASDI program exceeded $46 billion
each month (nearly $546 billion annually). According
to the 2008 Social Security Trustees Report, these
cash benefits made up 4.3 percent of the nation’s gross
domestic product.

The Social Security Administration (SSA) is an inde-
pendent agency of the federal government. Its mission
is to deliver Social Security services that meet the
changing needs of the public. SSA is responsible for
one of the largest federal entitlement programs: Old-
Age, Survivors, and Disability Insurance (OASDI),

commonly referred to as Social Security. As the name Social Security benefits are essential to the eco-
suggests, OASDI provides monthly benefits to quali- nomic well-being of millions of individuals. Benefits
fied retired and disabled workers and their dependents, ~ are paid to about 90 percent of the U.S. population
and also to survivors of insured workers. aged 65 or older. Social Security is the major source

of income (providing 50 percent or more of total
income) for 66 percent of the beneficiaries. It contrib-
utes 90 percent or more of income for one-third of the

Eligibility and benefit amounts are determined by
the worker’s contributions to Social Security. There
is no means test to qualify for benefits, although for
those under the full retirement age there is a limit on
income earned from working while receiving benefits. Selected Abbreviations

Today, more than 163 million people work and pay
Social Security contributions, and more than 50 mil-
lion people receive monthly Social Security benefits
(Board of Trustees 2008). During 2006 approximately
162 million employees and self-employed workers,

CMS Centers for Medicare and Medicaid
Services

CPS Current Population Survey
DMF Death Master File

along with employers, contributed $626 billion to the FEM Financial Eligibility Model
OASDI trust funds, from which benefits are paid (SSA HRS Health and Retirement Study
2008). Workers and employers each contribute 6.2 per- IRS Internal Revenue Service

cent of covered earnings (up to $106,800 in 2009)

* Jennifer McNabb was with the Office of Retirement and Disability Policy (ORDP), Social Security Administration (SSA), when this
presentation was written. David Timmons, Jae Song, and Carolyn Puckett are with ORDP, SSA. This article is adapted from remarks
presented by Linda Drazga Maxfield at the International Seminar on the Use of Administrative Data for Economic Statistics and the
Register-based Population and Housing Census, held May 19-20, 2008, in Daejeon, Republic of Korea.
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Selected Abbreviations— Continued

MBR Master Beneficiary Record

MINT Modeling Income in the Near Term

NCHS National Center for Health Statistics

OASDI  Old-Age, Survivors, and Disability
Insurance

ORDP Office of Retirement and Disability Policy

ORES Office of Research, Evaluation, and
Statistics

SIPP Survey of Income and Program
Participation

SSA Social Security Administration

SSI Supplemental Security Income

SSN Social Security number

SSR Supplemental Security Record

beneficiaries. Social Security reaches almost every
family, and at some point will touch the lives of nearly
all Americans (Fisher 2008b).

SSA also administers Supplemental Security
Income (SSI), a needs-based program that provides
financial support for aged, blind, and disabled adults
and children with limited income and resources.' In
2006, 7.2 million people received monthly SSI benefits
totaling $38 billion, with an average benefit of $455
(SSA 2007).

SSA is headed by a Commissioner and has a staff
of approximately 60,000 employees. The Agency’s
central office is located in Baltimore, Maryland, but
the vast majority of the staff serves in a decentralized
field organization with 10 regional offices, 6 process-
ing centers, approximately 1,300 field offices, and over
140 hearing offices. The agency issues Social Security
numbers (SSNs) to nearly all legal U.S. residents,
maintains detailed earnings records for covered work-
ers, keeps recipient records current and accurate, and
determines eligibility for Medicare health insurance.
SSA also provides support to the Railroad Retirement
program, the Food Stamp program, and the Medic-
aid health insurance program for those with limited
income. Because of these broad responsibilities,

SSA collects and maintains a substantial amount of
program-related data on current and potential benefi-
ciaries residing in the U.S. and abroad.

With program administration as its primary func-
tion, SSA as a whole is not a statistical agency. The
most prominent government agencies with a primary

statistical function include the Census Bureau, the
Bureau of Labor Statistics, the National Agricultural
Statistical Service, and the National Center for Health
Statistics (NCHS). However, the Office of Manage-
ment and Budget, which oversees policies and proce-
dures for all U.S. statistical programs, includes one
component of SSA under its statistical purview: the
Office of Research, Evaluation, and Statistics (ORES)
within the Office of Retirement and Disability Policy
(ORDP). ORES uses the Agency’s administrative data
to produce a wide range of research and statistical
publications, as well as other products that inform the
public about the beneficiary population and the opera-
tion of Social Security programs. ORDP develops and
maintains a series of detailed statistical databases for
research, evaluation, and analysis.

This article discusses the advantages and limi-
tations of using administrative data for research,
examines how linking administrative data to survey
results can be used to evaluate and improve survey
design, and discusses research studies and SSA
statistical products and services that are based on
administrative data.’

SSA Administrative Data

Data Systems

SSA maintains numerous administrative data systems.
The four most commonly used are:

Numident file. The Numident file is a record of appli-
cations for Social Security cards. Unique, life-long
SSNs are assigned to individuals based on these appli-
cations. A full record of all changes to the information
(such as change of name) is also maintained. To obtain
a card, the applicant must provide documented identi-
fying information to SSA. Through the “enumeration
at birth” program, children can be issued a Social
Security card when they are born. Examples of data
elements on a Numident record include name, date and
place of birth, parents’ names, and date of death.

Master Earnings File. The Master Earnings File
contains the individual lifetime records of wages

and self-employment earnings. The file’s primary
sources of information are the W-2 form (for wages)
and electronic files of form 1040, schedule SE (for
self-employment income) from the Internal Revenue
Service (IRS) in the Department of the Treasury. The
most frequently used data elements are the individual’s
SSN, annual total wages (1978 to present), annual
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self-employment earnings, annual earnings used for
OASDI contributions (1951 to present), and report year.

Master Beneficiary Record (MBR). The MBR is
used to administer the OASDI program and contains
beneficiary and payment history data. An MBR record
is created whenever an individual applies for benefits
and SSA adjudicates the application as an award, a
denial, an abatement, or a withdrawal. Information
maintained in the MBR includes the primary worker’s
SSN, the beneficiary’s own SSN, benefit application
date, benefit entitlement date, and type and amount

of benefit.

Supplemental Security Record (SSR). The SSR
contains information on individuals applying for SSI
payments. SSA uses the income, resources, disabling
condition, and living arrangement information from
the application and other sources in determining
eligibility for and administering the needs-based SSI
program. SSR data elements include SSN, date of
claim, citizenship status, income, resources, eligibility
code, payment code, and payment amount.

Advantages and Limitations of
Administrative Data

Because administrative data are used for determining
eligibility and benefit amounts for social insurance
programs, they are subject to stringent quality control
procedures. However, because these data are typically
limited to information required for program adminis-
tration, they are restricted in scope and do not include
broader variables of interest to the research com-
munity. For example, focusing on individual eligibil-
ity and participation, they often lack economic and
demographic variables (such as total family income
or marital status) that are critical to programmatic
evaluations. In addition, administrative records alone
cannot be used to address all analysis questions since
they typically contain no information about nonpar-
ticipants who could be affected by a proposed program
policy change. SSA researchers need this information
to project policy change impacts on program costs,

as well as potential distributional effects on different
demographic or economic groupings. Survey data can
provide this information.

Benefits of Supplementing Administrative
Data with Survey Data

The federal government conducts numerous large
surveys that produce key information to support
decisionmakers and to document economic and social
trends. Surveys conducted by statistical agencies ask

a broad range of questions on a wide variety of topics.
Survey results often include extensive demographic
information and are typically representative of the
civilian noninstitutionalized population.

Analogous to administrative data limitations,
survey data are limited in that they do not typically
contain enough program-level detail to compute or
model the features of program eligibility. In addition,
survey data are subject to various sampling and non-
sampling errors—the latter often resulting in incom-
plete or inaccurate responses due to the respondent’s
inability to recall accurately or report demographic or
economic information.

SSA takes advantage of the enhanced analytic
potential afforded by linking survey and administra-
tive data. In fact, SSA has been linking its administra-
tive data with survey results for over 40 years. Some
of these linkages are with surveys that SSA commis-
sioned to study specialized populations, such as the
Social Security New Beneficiary Survey, the National
Survey of Supplemental Security Income Children and
Families, and the National Beneficiary Survey. How-
ever, SSA’s administrative data are more often linked
with ongoing surveys conducted by other federal agen-
cies. Linking survey and administrative data allows
SSA to produce otherwise unavailable demographic
estimates of the current beneficiary population and to
develop models to project demographic and economic
characteristics of the current working population into
the future.’?

Survey Information Used in Data Linkage

SSA’s biggest data-linkage partner is the Census
Bureau. Two of the Census Bureau’s major survey
efforts are the Current Population Survey and the
Survey of Income and Program Participation. These
surveys vary in sample size, amount of detailed infor-
mation collected, and periods covered.

Current Population Survey (CPS). CPS is a monthly
survey of 50,000 households. It collects data on
employment, unemployment, earnings, income, and
hours of work. It also has data elements covering a
variety of demographic characteristics, including
age, sex, race, marital status, and education. Monthly
CPS supplements provide additional demographic
and social data. The Annual Social and Economic
Supplement, fielded in March of each year, focuses
on income and poverty in the United States. CPS is
the source of official unemployment rate and poverty
rate statistics.*
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Survey of Income and Program Participation
(SIPP). SIPP provides considerably more detailed
information on income and program participation than
the CPS. It also features recurring modules focusing
on special topics. SIPP data elements include income
from all money and nonmoney sources (including
public assistance programs and employer-provided
benefits), financial assets, and family characteristics
(including size, composition, income, and education
of household members). The survey uses a “panel”
design. Each panel consists of a set of respondents
interviewed every 4 months for 32 to 48 months (Cen-
sus Bureau 2009).

Linking administrative and survey data combines
the completeness and accuracy of SSA administrative
records with the range and scope of survey results,
maximizing the strengths and minimizing the limita-
tions associated with each. With the information on
program participation and benefits from SSA admin-
istrative records, analysts are able to correct misre-
ported values in survey files, yielding more accurate
underlying data and improving statistical estimates.

Linking survey data and SSA administrative
records also significantly expands research opportuni-
ties beyond those provided by either source alone.
Survey information provides detailed background
information on demographic, income, self-reported
health status, and other characteristics of Social
Security program participants and nonparticipants.
Administrative records supplement this information
by providing individuals’ lifetime work and earn-
ings histories, as well as accurate Social Security
program participation histories. Researchers can use
matched data to study work and earnings dynamics
of survey respondents before, during, and after their
interviews. Furthermore, the linked survey data allow
for the construction of detailed profiles of individual
and family characteristics at the time of program
participation, as well as detailed information related to
program dynamics.’

There are substantial methodological benefits to
linking administrative and survey data. One major
advantage involves the accuracy of the respondent’s
recollection of past program participation and income
receipt. When comparable data are collected in both
an administrative file and a survey, statisticians and
policy analysts are able to evaluate the extent of
underreporting or overreporting attributable to the
respondent. For example, survey respondents often
confuse one of SSA’s programs (OASDI or SSI)

with the other when reporting benefits or payments
received. Further, survey responses matched to admin-
istrative data can document the benefit amounts that
the recipient reports in the survey and compare them
with the actual dollar amounts distributed. Another
methodological benefit of matching administrative
and survey data involves asset income. In 2002,

only 55 percent of CPS respondents aged 65 or older
reported any asset income, down from 69 percent of
comparable respondents in 1990. The Census Bureau
and SSA are linking CPS data with Social Security
benefit and earnings data, and also with IRS income
files, to investigate whether asset income among the
elderly is actually declining or is merely unreported.®

Matching administrative and survey data also pro-
vides operational efficiencies. Rather than collecting
its own information, an agency can tap into a source of
information that is already being collected and vali-
dated by another government agency, saving both time
and money. This is a real research concern, as people
increasingly decline to participate in voluntary sur-
veys because of identity fraud and privacy concerns.

Obstacles to Linking Administrative and
Survey Data

Before linking its administrative records to sur-

vey data, SSA verifies the identity of the survey
respondents to make certain that the survey record is
matched to the correct administrative record. Because
the SSN is the most commonly used unique identi-
fier in the United States, it is the key variable used to
link data. The SSN, name, date of birth, and gender
from the survey files are matched with information in
SSA’s Numident file, the master file of SSN assign-
ments. SSA uses an algorithm called the Enumera-
tion Verification System for this validation. Certain
tolerances are applied: For instance, the system checks
for transposed digits in the SSN and tries variations
of compound surnames. Only records that pass the
validation check are linked.

Historically, to permit the linkage of individually
collected survey data and administrative records
for statistical research, the Census Bureau asked its
survey respondents directly for their SSNs. For survey
respondents who voluntarily provided a SSN, the
bureau sent the SSNs and accompanying identifying
information to SSA, where the information was vali-
dated through the Enumeration Verification System.
Once SSNs were verified, SSA extracted the appropri-
ate data from its administrative data files and sent the
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data extracts to the Census Bureau for linkage with its
corresponding survey record. The Census Bureau then
removed the SSNs from the linked data and replaced
them with unique survey identification numbers to
protect the respondents’ privacy.

Regrettably, survey respondents have become
increasingly reluctant to provide their SSNs to sur-
vey data collectors. Because SSNs are widely used
as a universal identifier, widespread access to them
from non-SSA sources has provided individuals with
the opportunity to commit identity theft. Respon-
dents refusing to provide SSNs to SIPP interviewers
increased from 12 percent to 35 percent between the
1996 and 2004 panels. Those refusing to provide
SSNs in CPS increased from approximately 10 per-
cent in 1994 to almost 23 percent by 2003. Declining
response rates threatened the utility of linked survey
and administrative data. One problem was that miss-
ing SSNs meant smaller and smaller proportions of the
sample could be matched to administrative records.
Additionally, differing rates of SSN nonresponse
could instill potential bias into subsequent analyses
if respondents who provided SSNs differed in some
systematic, nonrandom way from those who did not.

Reacting to an expanding SSN nonresponse
problem, the Census Bureau has stopped directly
requesting a SSN. Instead, under a new methodology,
a respondent is informed that the survey data will be
matched with other federal data for research purposes.
Unless the respondent opts out, the Census Bureau
then combines SSN application information from
SSA’s Numident file with address records from the
IRS, SSA, and other sources to determine the respon-
dent’s correct SSN. Once a match is found, survey
and administrative data for the respondent are linked.
Using this methodology, match rates have increased
from about 60 percent in 2001 to 79 percent in 2004.

Data Sharing Authority and Procedures

As provided under the Privacy Act (5 U.S.C. § 552a),
SSA is responsible for safeguarding the information
maintained in its administrative files against an inva-
sion of an individual’s personal privacy. Other legal
protections of the information SSA maintains or links
to are provided by the Social Security Act and regula-
tions, the Confidential Information Protection and
Statistical Efficiency Act, Title 13 of the United States
Code governing the Census Bureau, and the Internal
Revenue Code covering earnings data that are consid-
ered to be tax return information.

SSA policy is to share identifiable data only with
those having the legal authority to access data for a
particular purpose, and only if identifiable data are
required to accomplish a research or statistical pur-
pose. The requestor must submit a proposal, a data
protection plan, and confidentiality agreements. A
Memorandum of Agreement must be approved by
SSA’s Office of the General Counsel. The user must
guarantee to keep the data secure, not redisclose the
data, and restrict the use of the data to the approved
purpose. Access to SSA data that have been linked to
Census Bureau data is subject to additional restric-
tions imposed by Title 13 of the U.S. Code, such as
requiring users to obtain Special Sworn Status and
permitting access only for Census-approved purposes
and at a Census-approved site. Census Bureau proce-
dures and regulations dictate how survey data can be
used. SSA is not authorized to grant access to matched
CPS or SIPP data. Additionally, the Internal Revenue
Code provides its own restrictions, such as limiting
access to earnings data to certain individuals and for
certain purposes.

Economic Analysis and Modeling

Linked administrative and survey data are of vital
importance in developing predictive modeling systems
that enable SSA and policymakers to understand the
broad impact and distributional effects of current
program regulations and reform proposals. To address
this need, SSA has developed microsimulation mod-
els to analyze the current status of its programs, the
scope and impact of those programs in the future, and
the effect of proposed changes to the Social Security
system. Model outputs describe the impact of SSA
programs on our economy, society, and beneficiary
populations, and provide detailed demographic and
economic information on beneficiaries and covered
workers. Those products are used by government
planners and policymakers and also by actuaries,
economists and other social scientists, the media, and
the public to analyze Social Security programs and
their impacts. As such, these models are powerful
research tools. Two significant examples are briefly
described below.

Modeling Income in the Near Term (MINT). MINT
is the most prominent model used in OASDI analy-
sis. MINT is a microsimulation dataset that links
household data from Census Bureau surveys with
SSA administrative records to obtain information on
earnings, benefit receipt, and date of death. It covers
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individuals born between 1926 and 1972, with a core
population consisting of individuals born between
1931 and 1965. The most recent MINT dataset con-
tains more than 350,000 observations.’

MINT is used to estimate the effects of a variety of
policy and other program changes. It tracks the experi-
ences of survey respondents and projects their income
and other characteristics into the future, adjusting for
expected demographic and socioeconomic changes.
Accordingly, MINT projects the major pillars of
retirement income: Social Security benefits, pension
benefits, income from assets, earnings (for working
Social Security beneficiaries), and SSI. In addition,
MINT simulates events such as marital outcomes, age
at first benefit receipt, and year of death, as well as the
characteristics of former, current, and future spouses.

Because many of the parameters in the MINT data
system can be altered by the analyst, the model has
numerous uses in potential policy evaluation. For
example, MINT has been used to examine cross-
cohort differences in the sources of retirement income,
and to assess the impact of Social Security benefit
reforms on the level of benefits, expected retirement
income, and expected poverty rate among future
retirees. With its detailed demographic information,
MINT enables examinations of economic well-being
in retirement by sex, race, education, marital status,
and birth cohort. MINT is also used to analyze the
effects of proposed or hypothetical policy reforms.

Financial Eligibility Model (FEM). SSA also regularly
models eligibility and participation in the SSI pro-
gram. SSI is the income source of last resort for indi-
viduals who are elderly or severely disabled. Eligibility
is restricted to individuals with limited resources,

and the payment amount is reduced as the recipient’s
income rises. Information from SIPP is matched to
SSA administrative data to model SSI eligibility and
participation. SIPP collects detailed information on
sources and amounts of income, as well as assets,
which are vital in determining eligibility under SSI
program rules. The fact that SIPP asks respondents
about program participation and provides income data
on a monthly basis is also critical to modeling SSI
eligibility, which can vary from month to month.

FEM simulates the effects of potential changes
to SSI eligibility criteria on the number of eligible
individuals, the number of participants, the distribu-
tion of SSI benefits among participants, and poverty
status under various policy regimes.® However, FEM is
limited in the area of behavioral modeling.

The core SIPP demographic characteristics, as
well as household composition, are important factors
in determining SSI eligibility. Other characteristics
such as race, sex, ethnicity, educational attainment,
and health insurance coverage are not directly used
in the SSI eligibility determination, but are important
descriptors that can be used to model SSI participa-
tion. Information on disability and work limitations
can be used to estimate whether an individual meets
the disability criteria for SSI eligibility, while data on
assets are used to estimate resource eligibility for SSI.

Incomplete surveys and administrative data can
affect the accuracy of modeling estimates. It is partic-
ularly critical to use the correct program participation
information and benefit amounts in the FEM because
these values are used to estimate model parameters.
For modeling in particular, the linking of administra-
tive and survey data maximizes the robustness of the
model’s base information. Modeling efforts benefit
from having the wide range of survey data items (often
with incomplete or inaccurate respondent reporting)
supplemented by the complete and accurate data from
program administrative records.

SSA Public-Use Information Products

For research and statistical purposes, SSA develops

a wide range of information from linked data that is
shared with other researchers, policymakers, and the
public. One way SSA disseminates information is by
creating public-use versions of its administrative data.
Public-use microdata files are beneficial for conduct-
ing statistical analyses and research studies that could
not be performed using other publicly available data.

SSA has two strategies for producing public-use
files. One involves working with other agencies to
develop a synthetic file, which has all of the statistical
properties of the original dataset, but is artificially
generated so as not to breach the confidentiality of
survey results. This methodology is the outcome of
a joint research project of the Census Bureau, SSA,
IRS, and Congressional Budget Office, in which SSA
benefit and longitudinal earnings records are linked to
SIPP data. To prevent disclosure of individual identi-
ties, especially through linkages of previously released
SIPP public-use files, synthetic data are generated
based on models prepared using the actual underlying
data sets. Two criteria must be satisfied before this file
can be publicly released: protection of the confidential-
ity of the source data and the analytical validity of the
synthetic data. Testing has confirmed that the data file
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meets all privacy protection criteria. Still in progress
is an evaluation of the quality of the data resulting
from this new methodology.

SSA has used a different methodology to produce
three more traditional public-use microdata files based
on its administrative data. The agency took a number
of steps in developing the public-use files to ensure
that individuals cannot be identified, including remov-
ing information such as SSN, name, address, and
exact date of birth; topcoding (removing extremely
high values and substituting a ceiling value); and
rounding benefit and earnings amounts. The files were
also reviewed by a Disclosure Review Board, using
a detailed checklist on disclosure potential, looking
in particular for unique records and for overlap with
other publicly available data. Approval was obtained
by the Office of Public Disclosure in SSA, and by the
IRS for the file containing earnings information.

The first of these three traditional public-use
files, released in 2003, is based on 2001 data for the
OASDI program. It consists of approximately 460,000
records—a | percent sample of SSA’s MBR—and
can be used to study the beneficiary population and
the effects of current and proposed legislative and
program provisions. Because of its size, it can also
be used to study relatively small subpopulations. It
includes such detailed information as type and amount
of benefits received, timing of benefit receipt, benefit
reductions resulting from early retirement, and benefit
increases resulting from delayed retirement.

The second public-use file, also released in 2003,
is based on 2001 data for the SSI program. It consists
of a 5 percent sample of the master record of SSI
applicants and beneficiaries. It includes approximately
320,000 records and provides a number of program-
matic variables concerning the SSI population, such
as disability diagnosis code, living arrangements, and
non-SSI income.

The third SSA public-use file, released in 2005, uses
a 1 percent random sample from the MBR. It consists
of approximately 470,000 records representative
of beneficiaries who were entitled to receive Social
Security benefits for December 2004. This file consists
of two separate but linkable subfiles—one with benefit
information and the other with longitudinal earnings
information. This public-use file is significant since
it is the first public release of longitudinal earnings
records drawn as a representative sample of the
beneficiary population. Because of the importance of
earnings histories for calculating benefits, this file has

broad appeal to outside researchers studying Social
Security-related issues.

SSA also maintains a record of deaths called the
Death Master File (DMF), a version of which is
available to the public through the Department of
Commerce’s National Technical Information Service.”
As of December 2008, the DMF contained more than
83 million records. The information for each decedent
consists of SSN, name, date of birth, date of death,
state or country of residence (for records added before
February 1988), ZIP code of last residence, and ZIP
code of lump-sum death payment. The public version
of the DMF does not include data from certain states
that restrict SSA’s redisclosure of their death informa-
tion. This file has been used for research to determine
the vital status of subjects in longitudinal studies,
to evaluate age reporting in other data sources, as a
sampling frame for long-lived individuals, and for
genealogical purposes.

In addition to public-use data files, SSA produces
a wide array of publications and related products that
range from ORES research monographs in support of
policy analysis to recurring statistical publications.
Monthly or annual publications provide statistics on
the operation and beneficiaries of the OASDI and SSI
programs and on the earnings of the working and ben-
eficiary populations. SSA publications can be catego-
rized as research and analysis publications, statistical
publications and chartbooks, publications that cover
the OASDI and SSI programs, publications on the
income of the aged, and special topic publications.'

Additional Statistical Linkages and
Services

Linkages between SSA administrative files and
Census Bureau surveys are discussed above. SSA also
links its administrative data with survey data from
NCHS’ National Health Interview Study, the principal
source of information on the health of the civilian
population. In addition, SSA collaborates with data
collection efforts of nongovernmental research institu-
tions. For example, the University of Michigan con-
ducts the Health and Retirement Study (HRS), which
is in part supported by SSA. Every 2 years, this survey
collects socioeconomic and health-related informa-
tion on more than 22,000 Americans over age 50."
Because of limitations under the Privacy Act, SSA
can share its administrative data with the University
of Michigan only if the survey respondent has signed
a release.
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SSA also matches its administrative data with the
administrative data of other federal, state, and local
agencies for internal research purposes, as well as for
external researchers on a cost-reimbursable basis. For
example, SSA’s benefit and earnings records have been
matched with files identifying homeless people com-
piled by the New York City Department of Homeless
Services. SSA used the linked data to produce statis-
tics showing the impact of benefits and earnings on
the homeless population’s use of shelters. In addition,
there is a long-standing agreement with the Centers
for Medicare and Medicaid Services (CMS) to match
CMS and SSA data for internal research projects and
contract-based research.

Because SSA’s administrative data cover virtually
the entire U.S. population, Congress directs the agency
to provide vital status information to epidemiolo-
gists when such projects are determined to support
the national health interest. For instance, members of
the National Cancer Registry provide lists of cancer
patients to SSA, or industry epidemiologists provide
SSA with industry-specific lists of former employees.
These files are used to check SSA’s death records,
beneficiary rolls, and earnings files to ascertain if the
persons have died, or can be presumed alive."?

On request, SSA also provides tabulations of its
data to Congress and to executive branch entities to
answer policy questions and to better inform policy-
makers about characteristics of the worker and benefi-
ciary populations.

Conclusion

Data and data accessibility lie at the heart of social
science and policy-related research. SSA collects a
wealth of data in its role as administrator of two large
national entitlement programs. SSA and SSA-approved
research organizations use these data to produce a
wide variety of information that is vital to developing
social insurance policy.

Linking SSA’s administrative data with survey data
yields a broader set of demographic and socioeco-
nomic information and also improves the quality of
the survey data. These data are used to produce analy-
ses and research on policy initiatives for the OASDI
and SSI programs, and on the earnings of the working
and beneficiary populations. SSA studies how these
programs and potential changes to them affect individ-
uals, the economy, and program solvency. The agency
develops models to project demographic and economic
characteristics of the current working population into

the future. SSA also produces public-use microdata
files that are available to outside researchers, as well as
a large variety of research and statistical publications
to inform policymakers and the public.

SSA administrative data are a great benefit not only
to those administering the Social Security programs,
but also to the wider statistical, research, and policy
analysis community.

Notes

! For characteristics of program participants, see
DeCesaro and Hemmeter (2008).

2 See Haines and Greenberg (2005) for more detail.

3 Some examples of studies using linked survey and
administrative data include Rupp, Strand, Davies, and
Sears (2007) and Powers and Neumark (2001).

* See Census Bureau (2008), Koenig (2003), and Fisher
(2008a) for more detail.

5 Examples of studies using linked data include Olson
(2002), Huynh, Rupp, and Sears (2002), and Neumark and
Powers (2004).

¢ See Fisher (2008a) and Butrica (2008) for more detail.

7 Some examples of the many studies that use MINT are
Butrica, lams, and Sandell (1999), Butrica and Iams (1999),
Butrica, lams, Moore, and Waid (2001), and Burtless, Bos-
worth, and Sahm (2001). For more detail on MINT, see Toder
and others (2002) and Shoffner, Biggs, and Jacobs (2005).

8 An example of a study using FEM simulations is
Davies and others (2002).

? See www.ntis.gov/products/ssa-dmf.aspx.

1 A comprehensive list of publications can be found
at www.socialsecurity.gov/policy. More information on
public-use files and other SSA data is available at
www.socialsecurity.gov/policy/docs/microdata/index.html
and www.socialsecurity.gov/policy/data_subject.html.

"' Some examples of studies using HRS data include
Gustman, Mitchell, Samwick, and Steinmeier (1997), Cun-
ningham and Engelhardt (2002), Gustman and Steinmeier
(2005), and Engelhardt and Kumar (2006).

12 Epidemiologists can request vital status information
from SSA at www.socialsecurity.gov/policy/about/
epidemiology.html.
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OASDI AND SSI SNAPSHOT AND
SSI MONTHLY STATISTICS

Each month, the Social Security Administration’s Office of Retirement and Disability Policy posts key statistics
about various aspects of the Supplemental Security Income (SSI) program at www.socialsecurity.gov/policy. The
statistics include the number of people who receive benefits, eligibility category, and average monthly payment.
This issue presents SSI data for March 2008—March 2009.

The Monthly Statistical Snapshot summarizes information about Social Security and the SSI programs and
provides a summary table on the trust funds. Data for March 2009 are given on pages 86—87. Trust Fund data
for March 2009 are given on page 87. The more detailed SSI tables begin on page 88. Persons wanting detailed
monthly OASDI information should visit the Office of the Actuary’s Web site at www.socialsecurity.gov/OACT/
ProgData/beniesQuery.html.

Monthly Statistical Snapshot

Table 1. Number of people receiving Social Security, Supplemental Security Income, or both
Table 2. Social Security benefits

Table 3. Supplemental Security Income recipients

Table 4. Operations of the Old-Age Survivors Insurance and Disability Insurance Trust Funds

The most current edition of Tables 1-3 will always be available at www.socialsecurity.gov/policy/docs/quickfacts/
stat_snapshot. The most current data for the trust funds (Table 4) are available at www.socialsecurity.gov/OACT/
ProgData/funds.html.
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Monthly Statistical Snapshot, March 2009

Table 1.
Number of people receiving Social Security, Supplemental Security Income, or both, March 2009
(in thousands)

Both Social

Type of beneficiary Total Social Security only SSl only Security and SSI
All beneficiaries 56,427 48,827 4,948 2,652
Aged 65 or older 36,958 34,920 881 1,158
Disabled, under age 65 ° 12,282 6,721 4,067 1,494

Other ® 7,187 7,187

SOURCE: Social Security Administration, Master Beneficiary Record, 100 percent data. Social Security Administration, Supplemental
Security Record, 100 percent data.

NOTES: Data are for the end of the specified month. Only Social Security beneficiaries in current-payment status are included.
... = not applicable.

a. Includes children receiving SSI on the basis of their own disability.

b. Social Security beneficiaries who are neither aged nor disabled (for example, early retirees, young survivors).

CONTACT: Art Kahn (410) 965-0186 or ssi.monthly@ssa.gov for further information.

Table 2.
Social Security benefits, March 2009
Beneficiaries
Number| Total monthly benefits Average monthly
Type of beneficiary (thousands) Percent (millions of dollars) benefit (dollars)
All beneficiaries 51,479 100.0 54,413 1,057.00
Old-Age Insurance
Retired workers 32,723 63.6 37,853 1,156.80
Spouses 2,363 4.6 1,347 570.10
Children 551 1.1 313 568.00
Survivors Insurance
Widow(er)s and parents ® 4,351 8.5 4,756 1,092.90
Widowed mothers and fathers ° 153 0.3 126 827.10
Children 1,956 3.8 1,460 746.60
Disability Insurance
Disabled workers 7,500 14.6 7,964 1,061.90
Spouses 154 0.3 44 284.80
Children 1,727 3.4 550 318.20

SOURCE: Social Security Administration, Master Beneficiary Record, 100 percent data.
NOTES: Data are for the end of the specified month. Only beneficiaries in current-payment status are included.

Some Social Security beneficiaries are entitled to more than one type of benefit. In most cases, they are dually entitled to a worker benefit
and a higher spouse or widow(er) benefit. If both benefits are financed from the same trust fund, the beneficiary is usually counted only
once in the statistics, as a retired-worker or a disabled-worker beneficiary, and the benefit amount recorded is the larger amount
associated with the auxiliary benefit. If the benefits are paid from different trust funds the beneficiary is counted twice, and the respective
benefit amounts are recorded for each type of benefit.

a. Includes nondisabled widow(er)s aged 60 or older, disabled widow(er)s aged 50 or older, and dependent parents of deceased workers
aged 62 or older.

b. A widow(er) or surviving divorced parent caring for the entitled child of a deceased worker who is under age 16 or is disabled.

CONTACT: Hazel P. Jenkins (410) 965-0164 or oasdi.monthly@ssa.gov for further information.
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Monthly Statistical Snapshot, March 2009

Table 3.
Supplemental Security Income recipients, March 2009
Recipients
Number Total payments ° Average monthly
Age (thousands) Percent (millions of dollars) payment ° (dollars)
All recipients 7,599 100.0 4,162 503.70
Under 18 1,172 15.4 747 599.40
18-64 4,389 57.8 2,564 519.40
65 or older 2,038 26.8 851 414.70

SOURCE: Social Security Administration, Supplemental Security Record, 100 percent data.

NOTE: Data are for the end of the specified month.

a. Includes retroactive payments.

b. Excludes retroactive payments.

CONTACT: Art Kahn (410) 965-0186 or ssi.monthly@ssa.gov for further information.

Table 4.

Operations of the Old-Age and Survivors Insurance and Disability Insurance Trust Funds, March 2009

(in millions of dollars)

Combined
Component OASI DI OASI and DI
Receipts
Total $50,378 $8,529 $58,907
Net contributions 50,140 8,516 58,656
Income from taxation of benefits 13 0 13
Net interest 225 13 238
Payments from the general fund 0 0 0
Expenditures
Total 46,147 9,987 56,135
Benefit payments 45,846 9,763 55,609
Administrative expenses 301 225 526
Transfers to Railroad Retirement 0 0 0
Assets

At start of month 2,219,583 214,409 2,433,993
Net increase during month 4,230 -1,458 2,772
At end of month 2,223,814 212,951 2,436,765

SOURCE: Data on the trust funds were accessed on April 24, 2009, on the Social Security Administration's Office of the Actuary's web site:
http://www.socialsecurity.gov/OACT/ProgData/funds.html.

NOTE: Totals may not equal the sum of the components because of rounding.
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Supplemental Security Income, March 2008—March 2009

SSI Federally Administered Payments

Table 1. Recipients (by type of payment), total payments, and average monthly payment
Table 2. Recipients, by eligibility category and age
Table 3. Recipients of federal payment only, by eligibility category and age
Table 4. Recipients of federal payment and state supplementation, by eligibility category and age
Table 5. Recipients of state supplementation only, by eligibility category and age
Table 6. Total payments, by eligibility category, age, and source of payment

Table 7. Average monthly payment, by eligibility category, age, and source of payment

Awards of SSI Federally Administered Payments

Table 8. All awards, by eligibility category and age of awardee

The SSI Monthly Statistics are also available at www.socialsecurity.gov/policy/docs/statcomps/ssi_monthly/index

html.

Table 1.

Recipients (by type of payment), total payments, and average monthly payment,

March 2008—-March 2009

Number of recipients

Federal Total Average
payment State payments monthly
Federal and state| supplementation (thousands payment b
Month Total| payment only| supplementation only of dollars) (dollars)
2008
March 7,399,632 5,089,646 2,013,465 296,521 3,769,599 476.90
April 7,428,073 5,111,396 2,019,671 297,006 3,845,076 476.40
May 7,408,267 5,096,218 2,014,736 297,313 3,777,113 477.70
June 7,453,089 5,129,012 2,025,843 298,234 3,841,233 477.00
July 7,450,629 5,125,978 2,025,538 299,113 3,769,838 475.70
August 7,468,701 5,138,210 2,030,920 299,571 3,809,124 477.40
September 7,509,397 5,168,764 2,040,252 300,381 3,866,226 476.70
October 7,504,271 5,163,780 2,039,238 301,253 3,838,166 476.80
November 7,533,795 5,185,746 2,046,378 301,671 3,820,243 477.30
December 7,520,501 5,176,902 2,042,110 301,489 3,880,433 477.80
2009
January 7,533,922 5,192,985 2,047,850 293,087 4,009,142 504.10
February 7,566,208 5,217,483 2,055,832 292,893 4,044,694 502.80
March 7,599,464 5,243,129 2,063,657 292,678 4,162,308 503.70

SOURCE: Social Security Administration, Supplemental Security Record, 100 percent data.

NOTE: Data are for the end of the specified month.

a. Includes retroactive payments.

b. Excludes retroactive payments.
CONTACT: Art Kahn (410) 965-0186 or ssi.monthly@ssa.gov for further information.
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SSI Federally Administered Payments

Table 2.
Recipients, by eligibility category and age, March 2008—March 2009
Eligibility category Age
Blind and
Month Total Aged disabled Under 18 1864 65 or older
2008
March 7,399,632 1,204,243 6,195,389 1,126,322 4,251,217 2,022,093
April 7,428,073 1,204,559 6,223,514 1,132,149 4,271,980 2,023,944
May 7,408,267 1,201,557 6,206,710 1,124,418 4,263,373 2,020,476
June 7,453,089 1,202,416 6,250,673 1,140,154 4,289,159 2,023,776
July 7,450,629 1,202,303 6,248,326 1,137,327 4,288,179 2,025,123
August 7,468,701 1,203,846 6,264,855 1,136,978 4,302,730 2,028,993
September 7,509,397 1,205,505 6,303,892 1,147,765 4,328,605 2,033,027
October 7,504,271 1,206,466 6,297,805 1,138,706 4,330,689 2,034,876
November 7,533,795 1,210,023 6,323,772 1,152,268 4,341,446 2,040,081
December 7,520,501 1,203,256 6,317,245 1,153,844 4,333,096 2,033,561
2009
January 7,533,922 1,203,955 6,329,967 1,153,684 4,344,951 2,035,287
February 7,566,208 1,204,781 6,361,427 1,165,415 4,362,970 2,037,823
March 7,599,464 1,204,671 6,394,793 1,172,224 4,388,753 2,038,487
SOURCE: Social Security Administration, Supplemental Security Record, 100 percent data.
NOTE: Data are for the end of the specified month.
CONTACT: Art Kahn (410) 965-0186 or ssi.monthly@ssa.gov for further information.
Table 3.
Recipients of federal payment only, by eligibility category and age, March 2008—March 2009
Eligibility category Age
Blind and
Month Total Aged disabled Under 18 1864 65 or older
2008
March 5,089,646 608,122 4,481,524 899,489 3,070,057 1,120,100
April 5,111,396 607,789 4,503,607 904,323 3,086,385 1,120,688
May 5,096,218 605,553 4,490,665 898,091 3,080,232 1,117,895
June 5,129,012 605,097 4,523,915 910,658 3,099,644 1,118,710
July 5,125,978 604,523 4,521,455 907,961 3,099,058 1,118,959
August 5,138,210 604,910 4,533,300 906,983 3,110,480 1,120,747
September 5,168,764 605,337 4,563,427 915,806 3,130,287 1,122,671
October 5,163,780 605,292 4,558,488 908,584 3,132,083 1,123,113
November 5,185,746 606,874 4,578,872 919,557 3,140,406 1,125,783
December 5,176,902 602,347 4,574,555 920,836 3,135,122 1,120,944
2009
January 5,192,985 604,209 4,588,776 920,828 3,148,016 1,124,141
February 5,217,483 604,285 4,613,198 930,292 3,162,043 1,125,148
March 5,243,129 603,315 4,639,814 936,012 3,182,658 1,124,459
SOURCE: Social Security Administration, Supplemental Security Record, 100 percent data.
NOTE: Data are for the end of the specified month.
CONTACT: Art Kahn (410) 965-0186 or ssi.monthly@ssa.gov for further information.
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SSI Federally Administered Payments

Table 4.

Recipients of federal payment and state supplementation, by eligibility category and age,
March 2008—March 2009

Eligibility category Age
Blind and
Month Total Aged disabled Under 18 1864 65 or older
2008
March 2,013,465 494,626 1,518,839 224,507 1,033,195 755,763
April 2,019,671 495,216 1,524,455 225,482 1,037,319 756,870
May 2,014,736 494,441 1,520,295 223,909 1,034,682 756,145
June 2,025,843 495,450 1,530,393 227,132 1,040,607 758,104
July 2,025,538 495,842 1,529,696 226,878 1,039,642 759,018
August 2,030,920 496,836 1,534,084 227,526 1,042,646 760,748
September 2,040,252 497,843 1,542,409 229,530 1,048,281 762,441
October 2,039,238 498,613 1,540,625 227,594 1,048,053 763,591
November 2,046,378 500,397 1,545,981 230,264 1,050,271 765,843
December 2,042,110 497,841 1,544,269 230,458 1,048,077 763,575
2009
January 2,047,850 500,080 1,547,770 230,668 1,050,539 766,643
February 2,055,832 500,584 1,555,248 233,092 1,054,940 767,800
March 2,063,657 501,483 1,562,174 234,221 1,060,209 769,227
SOURCE: Social Security Administration, Supplemental Security Record, 100 percent data.
NOTE: Data are for the end of the specified month.
CONTACT: Art Kahn (410) 965-0186 or ssi.monthly@ssa.gov for further information.
Table 5.
Recipients of state supplementation only, by eligibility category and age,
March 2008—-March 2009
Eligibility category Age
Blind and
Month Total Aged disabled Under 18 1864 65 or older
2008
March 296,521 101,495 195,026 2,326 147,965 146,230
April 297,006 101,554 195,452 2,344 148,276 146,386
May 297,313 101,563 195,750 2,418 148,459 146,436
June 298,234 101,869 196,365 2,364 148,908 146,962
July 299,113 101,938 197,175 2,488 149,479 147,146
August 299,571 102,100 197,471 2,469 149,604 147,498
September 300,381 102,325 198,056 2,429 150,037 147,915
October 301,253 102,561 198,692 2,528 150,553 148,172
November 301,671 102,752 198,919 2,447 150,769 148,455
December 301,489 103,068 198,421 2,550 149,897 149,042
2009
January 293,087 99,666 193,421 2,188 146,396 144,503
February 292,893 99,912 192,981 2,031 145,987 144,875
March 292,678 99,873 192,805 1,991 145,886 144,801

SOURCE: Social Security Administration, Supplemental Security Record, 100 percent data.

NOTE: Data are for the end of the specified month.

CONTACT: Art Kahn (410) 965-0186 or ssi.monthly@ssa.gov for further information.
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SSI Federally Administered Payments

Table 6.
Total payments, by eligibility category, age, and source of payment, March 2008—March 2009
(in thousands of dollars)

Eligibility category Age
Blind and
Month Total Aged disabled Under 18 18-64 65 or older
All sources

2008
March 3,769,599 472,120 3,297,479 670,708 2,299,885 799,006
April 3,845,076 473,162 3,371,915 681,076 2,362,885 801,115
May 3,777,113 470,934 3,306,179 668,912 2,309,775 798,426
June 3,841,233 471,815 3,369,418 683,340 2,357,134 800,758
July 3,769,838 470,803 3,299,034 665,779 2,304,600 799,459
August 3,809,124 471,801 3,337,323 674,981 2,332,418 801,724
September 3,866,226 473,306 3,392,920 683,173 2,378,779 804,274
October 3,838,166 473,343 3,364,824 671,832 2,361,694 804,640
November 3,820,243 475,770 3,344,472 680,894 2,331,667 807,682
December 3,880,433 475,880 3,404,553 684,552 2,386,554 809,328

2009
January 4,009,142 496,179 3,512,964 718,597 2,445,116 845,429
February 4,044,694 496,670 3,548,024 727,249 2,470,398 847,048
March 4,162,308 499,779 3,662,529 747,164 2,563,702 851,443

Federal payments

2008
March 3,392,883 369,029 3,023,854 652,280 2,098,149 642,455
April 3,463,950 369,735 3,094,214 662,372 2,157,503 644,074
May 3,400,489 367,931 3,032,558 650,593 2,108,041 641,855
June 3,460,281 368,409 3,091,872 664,631 2,152,097 643,554
July 3,392,740 367,562 3,025,179 647,315 2,102,976 642,450
August 3,430,320 368,265 3,062,055 656,424 2,129,688 644,208
September 3,483,686 369,382 3,114,304 664,311 2,173,220 646,155
October 3,457,102 369,367 3,087,735 653,337 2,157,278 646,487
November 3,440,107 371,338 3,068,768 662,297 2,128,868 648,941
December 3,497,759 371,512 3,126,247 665,678 2,181,608 650,473

2009
January 3,630,829 392,284 3,238,545 699,999 2,243,606 687,225
February 3,664,119 392,537 3,271,582 708,369 2,267,299 688,451
March 3,775,713 394,882 3,380,831 727,912 2,355,990 691,811

(Continued)
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SSI Federally Administered Payments

Table 6.
Total payments, by eligibility category, age, and source of payment, March 2008—March 2009
(in thousands of dollars)—Continued

Eligibility category Age
Blind and
Month Total Aged disabled Under 18 18-64 65 or older

State supplementation

2008
March 376,716 103,091 273,625 18,428 201,737 156,551
April 381,127 103,427 277,700 18,704 205,382 157,041
May 376,624 103,003 273,621 18,319 201,734 156,571
June 380,952 103,406 277,546 18,710 205,038 157,204
July 377,097 103,241 273,856 18,464 201,624 157,009
August 378,804 103,536 275,268 18,557 202,730 157,516
September 382,540 103,924 278,616 18,862 205,558 158,120
October 381,064 103,976 277,089 18,496 204,416 158,153
November 380,136 104,432 275,704 18,597 202,799 158,740
December 382,674 104,368 278,306 18,875 204,946 158,854

2009
January 378,313 103,895 274,418 18,599 201,511 158,204
February 380,575 104,133 276,442 18,880 203,098 158,597
March 386,595 104,897 281,698 19,252 207,711 159,632

SOURCE: Social Security Administration, Supplemental Security Record, 100 percent data.
NOTE: Data are for the end of the specified month and include retroactive payments.
CONTACT: Art Kahn (410) 965-0186 or ssi.monthly@ssa.gov for further information.
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SSI Federally Administered Payments

Table 7.

Average monthly payment, by eligibility category, age, and source of payment,

March 2008—March 2009 (in dollars)

Eligibility category Age
Blind and
Month Total Aged disabled Under 18 18-64 65 or older
All sources
2008
March 476.90 390.50 493.70 567.50 492.50 393.50
April 476.40 390.70 493.00 565.40 492.00 393.70
May 477.70 391.00 494.50 571.20 492.70 394.00
June 477.00 391.10 493.50 567.70 492.00 394.10
July 475.70 391.00 492.10 562.70 491.30 393.90
August 477.40 391.20 494.00 569.90 492.30 394.20
September 476.70 391.20 493.10 566.00 491.90 394.10
October 476.80 391.50 493.20 566.30 492.20 394.30
November 477.30 391.90 493.70 567.10 492.40 394.60
December 477.80 393.50 493.90 561.30 494.00 396.00
2009
January 504.10 411.10 521.80 603.00 519.90 414.30
February 502.80 410.60 520.30 597.90 518.80 413.90
March 503.70 411.60 521.00 599.40 519.40 414.70
Federal payments
2008
March 445.80 333.40 466.50 553.20 464.30 341.20
April 445.40 333.50 465.90 551.20 463.90 341.30
May 446.70 333.70 467.40 557.00 464.60 341.60
June 446.10 333.80 466.50 553.60 463.90 341.60
July 444.80 333.60 465.10 548.50 463.30 341.50
August 446.60 333.90 467.10 555.80 464.30 341.70
September 445.90 333.80 466.20 551.90 464.00 341.70
October 446.00 333.90 466.30 552.10 464.30 341.80
November 446.50 334.40 466.90 553.00 464.50 342.10
December 447.00 336.00 467.00 547.10 466.10 343.60
2009
January 473.90 354.40 495.40 588.60 492.60 362.60
February 472.60 353.80 493.90 583.60 491.50 362.20
March 473.50 354.80 494.70 585.10 492.10 362.90
(Continued)
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SSI Federally Administered Payments

Table 7.
Average monthly payment, by eligibility category, age, and source of payment,
March 2008-March 2009 (in dollars)—Continued

Eligibility category Age
Blind and
Month Total Aged disabled Under 18 18-64 65 or older

State supplementation

2008
March 156.30 171.50 151.10 76.40 159.60 172.20
April 156.30 171.60 150.90 76.40 159.50 172.20
May 156.40 171.70 151.10 76.60 159.60 172.30
June 156.20 171.70 150.80 76.30 159.40 172.20
July 156.10 171.70 150.70 76.30 159.20 172.20
August 156.10 171.70 150.70 76.20 159.30 172.30
September 156.00 171.80 150.60 76.10 159.10 172.20
October 156.10 171.90 150.70 76.30 159.10 172.30
November 156.00 171.90 150.50 76.00 159.10 172.40
December 156.20 172.30 150.70 76.10 159.30 172.70

2009
January 156.00 172.20 150.40 76.00 159.00 172.50
February 155.80 172.10 150.20 75.80 158.80 172.50
March 155.90 172.30 150.20 75.80 158.80 172.60

SOURCE: Social Security Administration, Supplemental Security Record, 100 percent data.
NOTE: Data are for the end of the specified month and exclude retroactive payments.
CONTACT: Art Kahn (410) 965-0186 or ssi.monthly@ssa.gov for further information.
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Awards of SSI Federally Administered Payments

Table 8.
All awards, by eligibility category and age of awardee, March 2008—March 2009
Eligibility category Age
Blind and
Month Total Aged disabled Under 18 18-64 65 or older
2008
March 70,815 8,313 62,502 14,395 47,992 8,428
April 85,983 9,111 76,872 17,671 59,044 9,268
May 76,256 8,981 67,275 15,150 51,979 9,127
June 85,974 8,769 77,205 18,261 58,787 8,926
July 73,646 8,965 64,681 14,822 49,738 9,086
August 75,295 9,126 66,169 14,244 51,789 9,262
September 85,720 9,076 76,644 16,499 59,986 9,235
October 79,082 9,769 69,313 13,874 55,273 9,935
November 72,635 9,945 62,690 13,521 49,048 10,066
December 77,917 8,074 69,843 15,287 54,422 8,208
2009
January 67,577 8,475 59,102 13,239 45,743 8,595
February ? 72,988 8,938 64,050 14,398 49,538 9,052
March @ 93,961 9,490 84,471 19,206 65,113 9,642

SOURCE: Social Security Administration, Supplemental Security Record, 100 percent data.

NOTE: Data are for all awards made during the specified month.

a. Preliminary data. In the first 2 months after their release, numbers may be adjusted to reflect returned checks.
CONTACT: Art Kahn (410) 965-0186 or ssi.monthly@ssa.gov for further information.
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PERSPECTIVES—PAPER SUBMISSION GUIDELINES

The Social Security Bulletin is the quarterly research journal of the Social Security
Administration. It has a diverse readership of policymakers, government officials, academ-
ics, graduate and undergraduate students, business people, and other interested parties.

To promote the discussion of research questions and policy issues related to Social
Security and the economic well being of the aged, the Bulletin welcomes submissions
from researchers and analysts outside the agency for publication in its Perspectives section.

We are particularly interested in papers that:

» assess the Social Security retirement, survivors, and disability programs and the
economic security of the aged;

e evaluate changing economic, demographic, health, and social factors affecting
work/retirement decisions and retirement savings;

* consider the uncertainties that individuals and households face in preparing for
and during retirement and the tools available to manage such uncertainties; and

* measure the changing characteristics and economic circumstances of SSI
beneficiaries.

Papers should be factual and analytical, not polemical. Technical or mathematical
exposition is welcome, if relevant, but findings and conclusions must be written in an
accessible, nontechnical style. In addition, the relevance of the paper’s conclusions to
public policy should be explicitly stated.

Submitting a Paper

Authors should submit papers for consideration via e-mail to Michael V. Leonesio,
Perspectives Editor, at perspectives@ssa.gov. To send your paper via regular mail,
address it to:

Social Security Bulletin

Perspectives Editor

Social Security Administration

Office of Research, Evaluation, and Statistics
500 E Street, SW, 8th Floor

Washington, DC 20254-0001

We regard the submission of a paper as your implied commitment not to submit it to
another publication while it is under consideration by the Bulletin. If you have published
a related paper elsewhere, please state that in your cover letter.

Disclosures—Authors are expected to disclose in their cover letter any potential con-
flicts of interest that may arise from their employment, consulting or political activities,
financial interests, or other affiliations.
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Copyright—Authors are responsible for obtaining written permission to publish any
material for which they do not own the copyright.

Formatting Guidelines

To facilitate the editorial process, papers submitted for publication must be prepared in
Microsoft Word (except for tables and charts—see below) and be formatted as outlined
below.

» Title Page—Papers must include a title page with the paper’s title, name(s) of
author(s), affiliation(s), address(es), including the name, postal address, e-mail
address, telephone and fax numbers of a contact person. Any Acknowledgments
paragraph should also be on this page. In the Acknowledgements, reveal the source
of any financial or research support received in connection with the preparation of
the paper. Because papers undergo blind review, the title page will be removed from
referee copies. Eliminate all other identifying information from the rest of the paper
before it is submitted. Once papers are accepted for publication, authors are respon-
sible for reinserting self-identifying citations and references during preparation of the
paper for final submission.

*  Synopsis—For the Bulletin’s table of contents include a separate synopsis, includ-
ing the title of the paper along with one to three sentences outlining the research
question.

*  Summary—Prepare a brief, nontechnical summary of the paper (one to two double-
spaced pages) describing the research question, methodology, and findings. The
policy implications of the findings also should be included.

»  Text—Papers should average 10,000 words, including the text, the notes, and the
references (but excluding the tables and charts). Text is double-spaced, except notes
and references, which are double spaced only after each entry. Do not embed tables
or charts into the text. Create separate files (in the formats outlined in “Tables/
Charts” below) for the text and statistical material. Tables should be in one file,
with one table per page. Include charts in a separate file, with one chart per page.

* End Notes—Number notes consecutively in the text using superscripts. Only use
notes for brief substantive comments, not citations. (See the Chicago Manual of Style
for guidance on the use of citations.) All notes should be grouped together and start
on a new page at the end of the paper.

* References—Verify each reference carefully; the references must correspond to the
citations in the text. The list of references should start on a new page and be listed
alphabetically by the last name of the author(s) and then by year, chronologically.
Only the first author’s name is inverted. List all authors’ full names and avoid using
et al. The name of each author and the title of the citation should be exactly as it
appears in the original work.

*  Tables/Charts—Tables must be prepared in Microsoft Excel. Charts or other graph-
ics must be prepared in or exported to Excel or Adobe Illustrator. The spreadsheet
with plotting data must be attached to each chart with the final submission. Make
sure all tables and charts are referenced in the text. Give each table and chart a title
and number consecutive with the order it is mentioned in the text. Notes for tables
and charts are independent of Notes in the rest of the paper and should be ordered
using lowercase letters, beginning with the letter a (including the Source note, which
should be listed first). The sequence runs from left to right, top to bottom. The order
of the notes as they appear below the tables or charts is (1) Source, (2) general notes
to the table or chart, if any, and (3) letter notes.
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For specific questions on formatting, use the Chicago Manual of Style as a guide for
notes, citations, references, and table presentation.

JEL Abstract—If your paper is appropriate for indexing in the Journal of Economic
Literature, include a separate, double-spaced abstract of not more than 150 words, clearly
labeled “JEL Abstract.” The abstract should state the purpose of the study, the basic pro-
cedures, main findings, and conclusions. Below the abstract, supply the JEL classification
number and two to six keywords that are not in the title. JEL classifications can be found
at http://www.aeaweb.org/journal/jel class system.html

Review Process

Papers that appear to be suitable for publication in Perspectives are sent anonymously to
three reviewers who are subject matter experts. The reviewers assess the paper’s techni-
cal merits, provide substantive comments, and recommend whether the paper should

be published. An editorial review committee appointed and chaired by the Associate
Commissioner, Office of Research, Evaluation, and Statistics, makes the final decision
on whether the paper is of sufficient quality, importance, and interest to publish, subject
to any required revisions that are specified in a letter to the author(s). The entire review
process takes approximately 12 weeks.

Data Availability Policy

If your paper is accepted for publication, you will be asked to make your data available to
others at a reasonable cost for a period of 3 years (starting 6 months after actual publica-
tion). Should you want to request an exception from this requirement, you must notify the
Perspectives Editor when you submit your paper. For example, the use of confidential or
proprietary data sets could prompt an exemption request. If you do not request an exemp-
tion, we will assume that you have accepted this requirement.

Questions

Questions regarding the mechanics of submitting a paper should be sent to our editorial
staff via e-mail at ssb@ssa.gov. For other questions regarding submissions, please contact
Michael V. Leonesio, Perspectives Editor, at perspectives@ssa.gov.
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Program Highlights, 2009

Old-Age, Survivors, and Disability Insurance

Tax Rates for Employers and Employees, Each 2 (percent)
Social Security

Old-Age and Survivors Insurance 5.30
Disability Insurance 0.90
Subtotal, Social Security 6.20
Medicare (Hospital Insurance) 1.45
Total 7.65
Maximum Taxable Earnings (dollars)
Social Security 106,800
Medicare (Hospital Insurance) No limit
Earnings Required for Work Credits (dollars)
One Work Credit (One Quarter of Coverage) 1,090
Maximum of Four Credits a Year 4,360
Earnings Test Annual Exempt Amount (dollars)
Under Full Retirement Age for Entire Year 14,160
For Months Before Reaching Full Retirement Age
in Given Year 37,680
Beginning with Month Reaching Full Retirement Age No limit
Maximum Monthly Social Security Benefit for
Workers Retiring at Full Retirement Age (dollars) 2,323
Full Retirement Age 66
Cost-of-Living Adjustment (percent) 5.8

a. Self-employed persons pay a total of 15.3 percent—10.6 percent for OASI, 1.8 percent
for DI, and 2.9 percent for Medicare.

Supplemental Security Income

Monthly Federal Payment Standard (dollars)

Individual 674
Couple 1,011
Cost-of-Living Adjustment (percent) 5.8
Resource Limits (dollars)
Individual 2,000
Couple 3,000
Monthly Income Exclusions (dollars)
Earned Income @ 65
Unearned Income 20
Substantial Gainful Activity (SGA) Level for
the Nonblind Disabled (dollars) 980

a. The earned income exclusion consists of the first $65 of monthly earnings, plus one-half
of remaining earnings.
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